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THE SILVER EPISODE. [° 


HERBERT M. BRATTER 
Washington, D.C. 


THE CAMPAIGN FOR A CONFERENCE 


ILE the depression which began in 1929 ultimately 

gave birth to a strong inflation movement in the 

United States, with the result that many persons came 

to advocate the broader monetary use of silver, during the first 

year after the stock-market crash the agitation for silver was lim- 

ited almost entirely to mining circles. Silver producers, concerned 

at their shrinking income, naturally wished to see the decline in 
the price stemmed, and, if possible, reversed. 

Although the diminution in the price of silver was very largely 

a symptom of the depression, which had cut into the purchasing 

power of the chief silver-consuming populations of Asia, a con- 

spicuous contributing factor had been the sale of demonetized 

silver by the British Indian and various other governments.’ For 


*The maferial here presented constitutes only part of an unpublished study. 
During the period 1929 to 1935 I followed silver for the United States Department 
of Commerce and the Treasury. In 1934 I accompanied Professor James Harvey 
Rogers on his silver mission to the Orient. Unfortunately space is not available 
to include discussion of the arguments made by silver advocates, analysis of the 
Treasury’s administration of the Silver Purchase Act, or an account of the crises 
in China and Mexico, without knowledge of which full understanding of the sub- 
ject is difficult. 

* While the Indian government was selling silver, the Indian people continued to 
buy it. 
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the American mining interests to rebuild the purchasing power of 
the people of India and China and thus restore their traditional 
and heavy demand for silver was an obvious impossibility. But 
to get Washington to seek agreements with silver-selling govern- 
ments, although doubtless a difficult procedure, offered at least 
some hope of success. This method of approach was selected by 
those interested in silver. One commenced to read of the “harm- 
ful” and “depressing” sales of the white metal, and before long 
it was being suggested, and then demanded, that the United 
States government seek an agreement with silver-selling govern- 
ments so as to stabilize the price. Moreover, silver-mining and 
smelting interests as well as the Chinese government directly ap- 
proached the Indian government on this matter; for since 1926 
the Indian authorities had been the principal sellers of demon- 
etized silver. But it very soon appeared that if the silver pro- 
ducers were to reach an understanding with the Indian govern- 
ment it would have to be on a strictly business basis, for that gov- 
ernment was firmly committed to the sale of its surplus silver. It 
saw no reason why its surplus metal should be kept off the market 
in order to benefit the American silver producers. Without a 
quid pro quo it would not limit its sales.* Nor would any of the 
other silver-selling governments. 

The Indian government was the principal competitor of the 
producers. Since the silver producers had no desire to limit their 
own production, it was natural that they should then endeavor to 
expand the market for silver. The only market for silver which 
history showed could be expanded in times of depression—and 
indeed only at such times—was the coinage market. It was easily 
ascertained that the administration in Washington was very cool 
to the suggestion that the government of the United States under- 
take to support the silver market. But if several leading nations 

3 From 1927 through 1932 the Indian government sold an estimated 155,200,000 
fine ounces of silver. In the four years, 1929-32, the government of French Indo- 
China sold about 48,400,000 ounces. Sales of demonetized silver by all countries 
from 1920 through 1932 totaled about 541,000,000 ounces. 


4 For additional details on the Indian government’s attitude, see Herbert M. 
Bratter, Should We Turn to Silver? (“Public Policy Pamphlets,” No. 6 [Chicago: 
University of Chicago Press, 1933]), pp. 15-16. 
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could be persuaded to act jointly, something for silver might be 
accomplished; hence the increasing demands for an international 
conference on silver. 

There had been many international conferences involving sil- 
ver in the last century. As we know, they failed to restore silver 
to use as a basic monetary metal or to stop its demonetization. 
One important reason for their failure was the evident eagerness 
of Americans to establish bimetallism at all costs; even alone, if 
no one else wished to join. If the Americans were so anxious to 
remonetize silver, why, it was reasoned abroad, should Europe 
bother to contribute? America would do it all alone. But with 
the defeat of Bryan in 1896, that prospect went glimmering. Pro- 
vision was still retained on the statutes for participation in any 
future conference.’ The Gold Standard Act of 1900, moreover, 
had left open the way for subsequent discussion of bimetallism.° 
Yet these provisions were regarded as face-saving political con- 
cessions of only nominal value, and such they remained for a 
generation. 

While the Hoover administration was perfectly free to yield to 
the growing demands and seek an international conference on 
silver, there were obvious reasons why it should not do so. Quite 
apparently there was no necessity for it. The effects of the decline 
in silver on world-business conditions had been greatly exagger- 
ated, if they were not completely imaginary. To aid only the 
silver producers—a small group—seemed hardly justifiable. But 
even so, Washington might have given silver more vigorous atten- 
tion had European governments been at all receptive. The latter 

5 See e.g., Henry B. Russell, 7nternational Monetary Conferences (New York and 
London, 1898); Herbert M. Bratter, “The Career of Gold and Silver since 1817,” 
American Bankers Association Journal, December, 1932. The statutory provision 
referred to (U.S. Stats. at Large, Vol. XXIX, chap. 376, p. 624), authorized the 
President, at his discretion, to appoint commissioners to represent the United 


States at any international conference on bimctallism called by the United States or 
any other country. This statute has never been repealed. 

6 U.S. Stats. at Large, Vol. XXXI, sec. 14, p. 45: ““That the provisions of this Act 
are not intended to preclude the accomplishment of international bimetallism when- 
ever conditions shall make it expedient and practicable to secure the same by con- 
current action of the leading commercial nations of the world and at a ratio which 
shall insure permanence of relative value between gold and silver.” 
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were distinctly cold to the idea, and the American authorities had 
no inclination to repeat the diplomatic errors of the 1890’s. But 
the chief silverites, although few, worked indefatigably through- 
out 1930 and 1931. 

In Congress, Senator Wm. H. King of Utah introduced a resolu- 
tion requesting the President to sound out foreign opinion on a 
silver conference. This not passing, the Senator unsuccessfully 
appealed to Mr. Hoover on July 31, 1930. Four months later the 
administration’s apathy was revealed by publication of a telegram 
from Secretary of Commerce Lamont to Senator Oddie (Republi- 
can) of Nevada, expressing the belief that a conference would be 
ineffective. Meanwhile, Nevada’s Democratic Senator, Key Pitt- 
man, was advocating an international loan of silver to China. 

In June, 1930, Senator Pittman had persuaded the Committee 
on Foreign Relations to appoint a subcommittee to investigate 
and report on the decline in trade between the United States and 
China. That subcommittee, which the Senator himself headed, 
submitted its report on February 11, 1931. The decline in our 
China trade it attributed to civil war and other conditions, but it 
declared the unprecedented decline in the price of silver to be the 
cause of the sudden and unusual depression in Chinese purchases 
of American exports. The committee therefore recommended that 
the President enter negotiations with other countries looking to 
the suspension of the practice of melting and debasing silver coins 
and to the bringing about of an international conference to enter 
into agreements about the use and status of silver as money. 
These recommendations, promptly indorsed by the legislatures of 
Idaho and Nevada, were, after some amendments by the Com- 
mittee on Foreign Relations, adopted by the Senate on February 
20, 1931. 

In view of the prominence attained in 1934 and 1935 by the sub- 
ject of silver and Chinese purchasing power, it is of interest to 
note that the subcommittee’s report especially emphasized the 
presumed ill-effects on China’s purchasing power of a decline in 
the price of silver. “The people of China,” it invertedly affirmed, 
“must pay for our goods with gold, and they buy gold with silver. 
They are now compelled to pay twice as much for gold with their 
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silver as they did a year ago, which, to them, means that they 
are paying twice as much for our products.’’’? Declaring that 
“the money of half the world must be stabilized,” the report 
mistakenly assumed that the silver standard prevailed in “Mexi- 
co, South America, India, Asia, etc.,”” and that silver was the 
cause of unlimited depression.*® 

Simultaneously with the submission of the subcommittee’s re- 
port, Senator Pittman, in accordance with a plan previously an- 
nounced in December, introduced in the Senate two resolutions.’ 
One of these resolutions (which was never passed) called for a 
silver pool for the assistance of China. The other suggested to the 
President that he enter into discussion or negotiation with gov- 
ernments looking to the suspension of the debasing of silver coin, 
and that an international conference on silver be called. This 
resolution the Senate adopted February 20, but for more than a 
year the President took no formal action on it. Although never 
formally listed by the Hoover administration, the reasons for de- 
ferment of action seem to have been as follows: The administra- 
tion had no solution to offer, and was not prepared to commit it- 
self in advance to the adoption of solutions other nations might 
advocate; no other nation had been found willing to call a confer- 

7 The fact of course was that China was not paying for our goods with its silver, 
but for our silver with its exports of goods and services. 


5 Commercial Relations with China (71st Cong., 3d sess., Senate Report No. 1716 
to accompany S. Res. 442), p. 5. 

“The moving cause for the great and abnormal depression in the price of silver 
still exists and threatens a further and unlimited depression. The situation is even 
more serious than that arising from the silver crisis in China. The same silver crisis 
exists in Mexico, South America, India, Asia, and all other silver-using countries. 
Our exports to these countries have greatly depreciated. The wealth of the peoples 
of all of these nations, representing over half of the population of the world, is 
measured in silver. They have received and hoarded silver during the ages. It has 
been their instrument of trade and commerce. They have little or no gold. Their 
purchasing power, like the people of China, has been reduced one-half, their credit 
destroyed, trade restrained, and their utter ruin threatened.” 

The fallacies involved unfortunately were not detected by many for whose ben- 
efit the report was intended. 

9 In the report itself the two proposals were united in a single proposed resolution. 
That the two projects were separated is an indication that Senator Pittman felt 
that procedure more likely to secure passage. Regarding other changes in the resolu- 
tion made in committee, see the New York Times, February 19, 1931. 
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ence and the disturbed condition of world-currencies rendered a 
special silver conference unlikely to succeed; it was known that 
extraneous political questions, such as war debts, would be bound 
to intrude themselves in a conference on silver; it seemed desirable 
to await the results of investigations by the economic section of 
the League of Nations and the Bank for International Settle- 
ments; finally, and of course important, the administration 
could see in silver no importance meriting special consideration. 
More than a year later, when preparations were under way for the 
inter-American conference at Montevideo, the foregoing still rep- 
resented the American attitude. 

The report of the Pittman subcommittee, widely distributed, 
served to advertise silver and direct some attention to the subject. 
The general public was still quite indifferent, but with energetic 
reiteration the silver-producing interests and others concerned 
with the metal joined in demands for international consideration 
and governmental action to rehabilitate the abnormally depressed 
metal. Even in China, where for generations silver had been the 
standard of value and leading medium of exchange, the rapid de- 
cline in its price had resulted in alarm.” Chinese bankers and 
businessmen evidenced general misconception of the relation of 
silver to their purchasing power and, without realizing the ava- 
lanche they were helping unloose, joined forces with the American 
silver producers. Between the two groups there was for a time 
complete harmony. 

This is illustrated by a speech of Mr. K. C. Li, prominent Chi- 
nese businessman of New York. Speaking before the Foreign 
Policy Association, Mr. Li, who was later to represent China at 
the International Chamber of Commerce silver discussions in 
Washington, recommended an international conference on silver. 
He praised the Senate for having brought up the question of re- 
habilitating the metal and, according to press reports, identified 


© The attitude of the League and the Bank proved to be negative. 

™ Later, in 1934 and 1935, it was the rise in the price of silver which was to alarm 
the Chinese. Y. C. Koo (China Quarterly [Shanghai], September, 1935) stressed 
the advantages a declining price of silver over many years had presumably brought 
to China. 
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silver with the purchasing power of various silver- and nonsilver- 
staridard countries. “The low price of silver,”’ he added, “‘is the 
principal reason why the American surplus of production cannot 
be distributed in Asia, Europe and South America.’’” 

Mr. Li’s was not an isolated Chinese viewpoint. The general 
manager of the Bank of China appealed to the International 
Chamber of Commerce and Chinese Finance Minister Soong an- 
nounced that China would readily participate in any international 
conference and co-operate in any realistic measures for the sta- 
bilization of silver." 

In the United States agitation for a conference continued while 
Senator Oddie set out for the Orient to study the silver slump “on 
the ground.” But the administration in Washington still evi- 
denced no enthusiasm, it being bluntly stated at the White House 
that reports that President Hoover would call in officials and 
others to consider a conference were “‘absolutely and unqualified- 
ly untrue.” Any intergovernmental financial conference where 


war debts were sure to be brought up was distinctly undesired. 
Besides, the administration was already definitely on record as 
opposed on economic grounds to the pressure of the silverites. 


On March 9, 1931, Secretary of the Treasury Mills had given to 
the press a memorandum detailing the weaknesses of the case for 
silver. 

While, therefore, the prospects for an intergovernmental con- 
ference on silver were unpropitious, there had already been con- 
voked to meet in Washington an international group of business- 
men. The International Chamber of Commerce convened in 


New York Times, February 15, 1931. This newspaper item is one of innumer- 
able illustrations of the rapid spread of Senate arguments with regard to silver. 
Mr. Li was the head of the Wah Chang Trading Corporation and a member of the 
National Metal Exchange of New York. 

"3 For details see International Chamber of Commerce, Finance Group, Paper 
No. 4484, February 27, 1931; “World Trade,” Quarterly Review, April, 1931, p. 124; 
China Express and Telegraph, February 26, 1931 ; Commercial and Financial Chronicle, 
February 28, 1931; and Annual Report of the [Chinese] Ministry of Finance for the 
Year Ended June 30, 1930 (submitted March 15, 1931). Subsequently, as we shall 
see, the Chinese changed their point of view on our silver policy. Mr. Li gave evi- 
dence of his own changed attitude in an address before the Council on Foreign Re- 
lations on April 5, 1934. 
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May. In its agenda silver did not occupy a conspicuous place, yet 
in the subsessions on the silver question American mining inter- 
ests were vigorously represented by various persons, nonpolitical 
as well as political. The discussion centered on the question of an 
intergovernmental conference to find ways and means of stabiliz- 
ing the price of silver. At the outset of a special silver meeting on 
May 7, Senator King of Utah, although not a delegate, rose to ask 
for an international conference on silver.*4 The British represen- 
tative present immediately affirmed that the British did not favor 
a conference on silver unless it were one of experts, a suggestion 
which it immediately appeared was not welcome to the producers 
or to the Chinese. Senator King was appointed to a committee 
which hurriedly met with the British to work out a mutually ac- 
ceptable resolution on the subject of a conference to consider 
silver.*s 

The Chinese representatives asked for an international confer- 
ence and the stabilization of silver. The Chinese on this occasion 
did not want a conference of experts, because experts would be 
unable to see any possibilities in an attempt to stabilize silver. 
In this respect they agreed with the American silver senator. 

Whatever may have been the justification for China’s seeking 
American governmental support of the price of silver, it should be 
noted that China wanted stability in the metal. China itself 
could contribute little toward that end; the cost of stabilization, 
of course, would have to be borne by some foreign government or 
governments. What turned out to be a mistake from China’s 
viewpoint was that China here, as during the subsequent Con- 
gressional silver hearings, was helping to set in motion a silver 
movement it would later regret but be helpless to arrest. Mr. 


™4 On the previous day the Senator had entertained at luncheon some sixteen 
of the delegates interested in silver. 

ts Experts, economists, professors, and the like have not been highly regarded by 
silver senators. Senators King, Wheeler, and Pittman have frequently spoken 
disparagingly of them. Senator Pittman’s silver expert at the London Conference 
in 1933 was an artist by the name of Edward Bruce. “Mr. Bruce’s profession,” 
stated the Washington Post of August 12, 1933, “is painting, and for ten years he 
has worked hard at it.” (Cf. George E. Sokolsky, “Our Impromptu Diplomacy,” 
Atlantic Monthly, December, 1933; also “Speech Is Silver,” New York Times, 
May 27, 1934 [editorial].) 
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Tsu-yee Pei told the plenary gathering at the Chamber of Com- 
merce that if the world did not embark upon some program to 
stabilize silver China would be obliged to take such steps as would 
appear to be in its own interest (presumably, turn to the gold 
standard and thus aggravate the world “shortage”’ of gold, which 
was then worrying many persons). Actually China was then fi- 
nancially in no position to adopt the gold standard. The Japanese 
and most of the other foreign delegations took only a passive and 
even a reluctant part in the proceedings of the silver sessions. 
Only the British Indians, one of them dissenting, actively ad- 
vocated a conference “‘to restore the price of silver to somewhere 
near its real value.”’ In the end a resolution favoring an inter- 
national conference was passed by the full Chamber.” 

Despite the Chamber’s resolution for a conference, leading sil- 
ver advocates in the Senate evidenced pessimism. Chinese Min- 
ister Wu informed the State Department that China was “seri- 
ously considering” calling a conference, as silver was of “vital and 
intimate interest” to it.*7 Such a conference called by China or 
Japan, the acting secretary of state countered, would be gladly 
participated in by the United States. Nonetheless China called 
no conference, nor were the official attempts to get the govern- 
ments of Japan and Canada to call one successful. Ambassador 
Debuchi was advised by Tokyo that a conference would not be 
likely to achieve any useful results and that even the powers 
chiefly interested had shown little enthusiasm. 

At home the agitation grew. On May 21, 1931, for the first 
time, Senator Robinson of Arkansas, Democratic floor leader, ad- 
vocated a conference, declaring that silver “should be brought 

*6 The following is the text of the resolution (No. 13) passed by the International 
Chamber of Commerce in Washington in May, 1931: 


“Silver problem.—The International Chamber of Commerce, 

“Realizing the serious consequences of the present silver situation to the economic 
condition of the world, 

“Considers the convocation during the current year of a Conference at which all 
interested bodies may be heard, for the purpose of seeking a solution to the problem, 
to be eminently desirable, 

“And urges the National Committees to bring the matter to the attention of their 
respective Governments.” 

17 This was the Minister’s second State Department call on the subject. 
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back to normality.”” In the Southwest there were now demands 
for bimetallism. It was becoming clear that silver would figure in 
the next political campaign. On June 3 President Hoover re- 
vealed that the attempts to secure a conference had failed."* Nev- 
ertheless the agitation by senators continued in Washington, in 
the West, and in Shanghai, where Nevada’s Senator Pittman 
urged a conference, since China could not prosper on a debased, 
uncertain, depreciating money, affirming: “It is essential to 
China’s prosperity, in my opinion, that . . . . silver be protected 
against destruction.” China’s depressed trade, he said, was due 
in part to decreased purchasing power owing to the silver slump. 
The Senator was quoted, however, as denying any desire to have 
the United States artificially fix the price of silver. 

Britain’s suspension of the gold standard on September 21, 
1931, gave renewed hope to the silver interests. Senator Borah 
urged the President to call a general international monetary con- 
ference. Shortly afterward came the report of a special committee 
of the International Chamber of Commerce, while at the Pan- 
American Commercial Conference silver received further atten- 
tion. 

The International Chamber of Commerce had appointed a 
silver committee of three, which met in London on September 24, 
1931.'° Its report, dated September 26 and made public on No- 
vember 9g, received the prompt disapproval of three prominent 
silver senators, notwithstanding that it incorporated suggestions 
previously published by a prominent smelting-company official. 
Alluding to the disturbing effects of silver fluctuations on “‘inter- 

*8 Telegram of June 2 to Senator Smoot: “‘. . . . Informal discussions among na- 
tions, some of whose participation is vitally necessary, develop the fact that they 
do not consider this a proper time to call an international conference on silver and 
would oppose holding such a conference now.” Concerning the refusal of Great 
Britain and others to attend a conference on silver see New York Times, June 9, 
1931; testimony of Mr. M. W. Tuthill and others in Hearings before the Committee 
on Coinage, Weights, and Measures (72d Cong.), Part III, p. 388; also the testimony 
of Assistant Secretary of State James Grafton Rogers, ibid., p. 408 and passim. 

19 The members of the committee were Mr. Ernest Franklin of Samuel Montagu 
and Sons, London, Mr. E. D. van Walree, a Netherlands banker, and Mr. Marshall 


W. Tuthill of New York. Mr. George E. Roberts of New York was to have served 
but was taken ill. Mr. Tuthill substituted for him. 
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national trade as a whole,” the report nonetheless stated “that a 
rise is much to be desire? ” After such a rise, however, it deemed 
“relative stability”’ as desirable. China could “bear” a moderate 
and gradual rise, and the committee advocated a “fair’’ price to 
both buyers and sellers. What the committee seemed to overlook 
was that stabilization of the price of silver implied stabilization 
of Chinese exchange, which was a much larger problem than sta- 
bilization of an unimportant commodity. With China on the sil- 
ver standard the two problems were inseparable. It is important 
to observe, however, that the committee did not recommend 
American governmental action or an intergovernmental confer- 
ence. Its main recommendation was for an agreement between 
producers and the Indian government. Perhaps that is why it 
proved so immediately unpopular with the more determined sil- 
ver senators.*° 

On October 10, 1931, the Fourth Pan-American Commercial 
Conference at Washington adopted a resolution of a Mexican 
delegate recommending an international conference looking to- 
ward the rehabilitation of silver. Brazil and, significantly, the 
United States refrained from voting, although Senator King over 
a nation-wide radio network promptly advocated the calling of 
an international silver conference by the United States. 

In November the chancellor of the exchequer announced that 
the British government did not see its way clear to call a confer- 
ence on silver. Despite this obstacle American silver senators ac- 
tively agitated the question during the winter of 1931-32, and in 
March, 1932, the Coinage Committee of the House of Represen- 
tatives initiated silver hearings and, later, recommended a con- 
ference on silver. Still, the outlook continued very dubious. In 
April Senator Pittman commented: “‘We cannot get a conference, 
so we have quit trying to do that. All we can do is to remove or 
offset the unnatural dumping of silver by India. We could stop 
it by a conference, but . . . . the President will not call one.” 


2° The committee listed three other recommendations or expressions of hope. 
Its full report may be found in The Effect of Low Silver, Hearings before the Com- 
mittee on Coinage, Weights, and Measures, House of Representatives, 72d Cong., 
1st sess., on H.R. 72, Part III, pp. 385 ff. 
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That the President did not call a conference cannot be attribu- 
ted to indifference. There is reason to believe that the President 
was unpersuaded by the economic arguments made on silver’s 
behalf. As a politician, however, he could not be indifferent to the 
demands from the mountain states. The fact was that foreign 
governments had been sounded out and had proved unresponsive. 
On May 6, 1932, Assistant Secretary of State James Grafton 
Rogers revealed this. The principal powers had shown little inter- 
est in a conference, although the subject, he said, had been con- 
sidered in informal conversations and sometimes through direct 
communications with other governments. A special committee of 
the International Chamber of Commerce similarly had found little 
sentiment among foreign governments for a silver conference. Yet 
Senator Jones (Republican) of Washington expressed belief that 
President Hoover would summon a conference, provided that sil- 
ver advocates would submit a concrete plan. Senator King mean- 
while announced that—having been in correspondence with Sir 
Robert Horne, chairm:n of the British “Silver Association” and 
director of the silver-mining Burma Corporation, and Sir Henri 
Deterding of the Royal Dutch Shell Company—he would press 
for a conference. 

In the face of the agitation, further clarification of the adminis- 
tration’s attitude on silver seemed desirable.” In a letter to the 
chairman of the House Foreign Affairs Committee, Secretary of 
State Stimson expressed the view that there was “nothing to be 
gained for the time being by pressing to conclusion” the Somers 


2 On May 9, 1932, a subcommittee of the Senate Committee on Banking and Cur- 
rency held hearings, duly printed and distributed, on Senator Pittman’s silver- 
purchase bill (S. 3606) and on Senator Hayden’s resolution (S. J. Res. 152) calling 
for acceptance of silver on war-debt account. Only two witnesses were called: 
Senators Pittman and Hayden. For various arguments of Senator Pittman dealing 
with silver as the source of Chinese purchasing power, its relation to commodity 
prices, etc., see these hearings (Purchase of Silver Produced in the United States with 
Silver Certificates) pp. 17, 19, 20, etc. See also reprint (Pittman Silver Purchase Act) 
of Senator Pittman’s speech in the Senate on June 18, 1932. In these documents 
the Senator referred to the valuable work being done by the standard silver dollars 
in use in this country. Yet so rarely were these coins ever encountered in the East, 
that, in Morrison, Illinois, a man spent an hour in jail because he tendered such a 
coin at a filling station (Washington Post, July 27, 1932). 
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resolution calling for an international monetary conference.” 
Nonetheless the resolution was given preferred status by the 
House Rules Committee, and Senator King again visited the 
President to urge a special international conference on silver.” 
Senator Pittman, while discouraged as to a conference, was busy 
on a new silver-purchase bill which called for absorption of the 
whole domestic output for six years, a project which at the time 
seemed quite unrealizable.*4 

On March 7, 1932, there assembled in the old House Office 
Building in the capital, a group of depression-harried legislators, 
a foreign-exchange trader, Mr. René Léon, who was to guide the 
hearings as technical adviser, and a miscellaneous collection of 
newspapermen, mining- and smelting-company representatives, 
government observers, and some elderly silver enthusiasts of 
Bryan’s time. This meeting of the House Coinage Committee 
was the result of Congressman Somer’s resolution “‘to investigate 
the cause and effect of the present depressed value of silver, etc.” 
It initiated one of the most effective of a long series of efforts to 
get something done for silver. In that room there were presently 
to be voiced all known silver arguments and fallacies, old and 


new, which, given Congressional impetus, were destined to be 
heard around the world.’s 
The printed hearings, it is interesting to note, occupy no less 


22 Congressman Andrew L. Somers of New York was chairman of the House 
Committee on Coinage, Weights and Measures referred to below. 


23 New York Times, June 4, 1932, gives the full text of the letter. Continued 
Britis official coolness to the idea of an international monetary conference was 
voiced by Chancellor of the Exchequer Chamberlain in May (New York Times, 
May 10, 1932). 

24See Commercial and Financial Chronicle, July 2, 1932; New York Times, 
June 19, 1932, p. 4. On June 18 a subcommittee of the Senate Banking and Currency 
Committee reported favorably the Pittman bill providing for government purchase 
of the domestic silver output for six years at not over 50 cents per ounce. 

2s While the chairman’s (Andrew L. Somers) advocacy of a higher price for silver 
had not been previously made public, it was early revealed as the hearings pro- 
gressed. There was certainly no doubt as to the technical adviser’s advocacy of 
government measures to raise the price of silver. Described by Mr. Edmund Platt 
as “the economist of the silver interests,’”” Mr. Léon’s campaign for the metal was 
very active not only during the 1932 hearings but previously and subsequently. 
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than 530 pages, much in fine type.*”* The committee’s meetings 
obtained extensive newspaper publicity, while its separately 
printed report was widely distributed.*”7 This report cited as the 
committee’s chief conclusions a large number of assertions which 
had been ably controverted during the hearings by highly com- 
petent witnesses such as Professor E. W. Kemmerer of Princeton, 
Mr. Bernard Duis, exchange expert of the National City Bank, 
and others. In fact the committee’s report differed in no essential 
respect from the views its technical adviser had expressed in a 
long memorandum, The Study of Silver, which the committee had 
distributed to witnesses in advance of the hearings. 

Because of the subsequent influence of the hearings and report 
in Congress and outside, it is desirable to refer to the committee’s 
prehearings statement and to its subsequent reports, of which 
there were two: one issued in May, 1932, accompanied by a resolu- 
tion on the subject of an international conference, and the final 
report issued March 1, 1933, accompanied by a silver-purchase 
bill. Both these proposals were destined to meet success. The ob- 
jective of the May, 1932, resolution—the calling of a conference— 
was actually attained later that year, the conference meeting in 
London in 1933. The objectives of the silver-purchase bill, which 
accompanied the second report of the committee, were also des- 
tined to take concrete shape at London and elsewhere. The work 
of this committee, therefore, deserves more than just passing con- 
sideration. 

The initial statement, The Study of Silver, submitted to wit- 
nesses by the committee, was a lengthy document. Concerning 
it the witnesses evidenced a wide difference of opinion. Professor 
Kemmerer found in it much he “could not agree with, and... . 
many doubtful implications. There is hardly a paragraph in the 
early part I could accept ” “Tt associates,” wrote President 
William C. Potter of the Guaranty Trust Company of New York, 
“matters of undoubted fact with expressed or implied generaliza- 
tions, which are of necessity matters of opinion.” Yet another 
bank president, Mr. Percy H. Johnston of the Chemical Bank and 
Trust Company and friend of Mr. Léon, called this same docu- 


* The Effect of Low Silver 27 House Report No. 1320. 
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ment “‘one of the most scholarly presentations of the subject I 
have had the pleasure of reading and carefully analyzing.” 
Mr. Owen D. Young, industrialist and financier, wrote that it 
marshaled “the facts regarding silver effectively and understand- 
ingly,” while Mr. Otto H. Kahn, the banker, appreciated its 
“ability and thoroughness.” What did this document say?”® 

Among the assertions made in The Study of Silver the following 
direct and indirect quotations, whose fallacies will be obvious to 
any economist, are typical: 

A reasonable relationship should be established between gold and silver. 


Because of the prevailing “difference in value’ between gold and silver, 
“the channels of trade” had “dried up.” 


The Indian government’s sales of silver “superinduced flight of capital.’’ 
The Chinese and Indians, moreover, “seeing their money about to be de- 
stroyed,” had resorted to “cover operations,” disturbing the gold market 
through abnormal demand. The reversal of these “‘cover operations .. . . 
would substantially benefit the general commodity price level through the 
cheapening of gold in relation to the auxiliary metal which forms so great a 
part of the purchasing power . . . . of one-half of mankind.” 


The “insidious accomplice of the dumper [‘low-exchange country’] . . . . 
is dumping upon the markets his inability to buy.” The effect upon trade 
is “over production of goods in all markets.” The former customers turn into 
competitors. 


The poor economic conditions in the silver countries were affecting ad- 
versely political conditions in India and Japan. Restoration of silver would 
remedy this. 


28 “Your committee,” he added, “is at liberty to make such use of this letter as 
you deem best.” In 1934, however, Mr. Johnston headed a committee of the 
Merchants Association of New York, which protested against passage of the Silver 
Purchase Act. 

9 For the text of this document see The Effect of Low Silver ...., pp. 517-24. 
It was reprinted by Mr. Somers and given very wide circulation, as evidenced by 
the comments published in Part IV of the Hearings, at the beginning of which may 
be found letters from supporters of silver abroad (Winston Churchill, L. S. Amery, 
Robert S. Horne, H. W. A. Deterding). There were also numerous and lengthy 
comments from obscure persons in western states. 


3° Professor Kemmerer testified that this was a mysterious phenomenon he had 
never heard of (ibid., p. 242). But Mr. K. C. Li agreed with Mr. Léon that they 
existed; $1,000,000,000 was a “quite conservative” estimate of them, he testified. 
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The monetary systems and trade of Western nations were being threatened 
by low silver. Occidental governments should adopt corrective measures, 
lest a further flight from silver be invited. 


Because trade is triangular, the effect of low silver on us could not be 
gauged by our trade with the Orient. The enormous contraction of world- 
trade and the complete dislocation of the exchanges were no mere coinci- 
dence. 


The cost of silver coinage “falls into insignificance when measured in 
terms of budgets and trade figures.” 


Because “maldistribution” of gold could not be corrected by ordinary 
measures “another method must be found.” 


“All roads lead to Rome” was the frank and verbatim conclusion of the 
report: namely, re-establish “a proper relationship” between silver and 
gold. 

One further point frequently and effectively stressed by the 
committee’s adviser during the hearings was based upon the fact 
that a decrease in the world-price of silver (a very sensitive com- 
modity) was often followed by a decline in the wholesale commod- 
ity price level; post hoc ergo propter hoc, he argued.** 

It is interesting to compare foregoing views held by the com- 
mittee prior to the hearings with the similar and sometimes iden- 
tical opinions and assertions published by it as House Report No. 
1320 upon conclusion of the lengthy hearings. This document 
was issued on May 14, 1932, as a preliminary report under the 
title, An International Monetery Conference. Five members signed 
a memorandum expressing nonconcurrence with some of the state- 
ments of fact and deductions, but did not specify the points of 
their disagreement. The full report is too long for reproduction 
here. Therefore some of its statements and deductions are quoted 
or paraphrased below. The reader familiar with the facts will 
readily observe the weakness of the following paraphrased or 
quoted excerpts from the Coinage Committee’s document. 

Commodity price levels can be raised only by “strengthening the metallic 
basis of the money systems.” 

“Fifty per cent of the people of the world are . . . . linked to silver.” 


* Cf. ibid. p. 238. 
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Obviously confused as to bimetallism, the Committee “faced the problem” 
of how to preserve a “reasonable relationship” between gold and silver 
“while giving a general validity to the exchange media of all peoples.” 


Referring to the economic depression, the losses to both debtors and 
creditors, the 8,000,000 American unemployed, the dislocation between 
money and commodities, farm foreclosures, etc., the Committee came “to 
the obvious conclusion that the raising of the commodity price level can best 
be achieved by stabilizing the exchanges All witnesses agree that the 
dislocation of the exchanges is one of the basic causes of world depression.# 

. The fundamental facts are simple rather than complicated . . . . the 
major depressions have followed governmental action which directly re- 
sulted in the dislocation of money The dislocation of money comes 
through the fact that the Orient relies principally upon silver for money or 

Anything that suddenly threatens to destroy the value of 
silver money in Asia causes a flight of silver capital .... into gold... .in 
tremendous amounts, thus rarefying gold Legislation affecting silver 
has decreased the metallic base of money We .... recommend that 
immediate steps be taken by the United States Government to restore prices 
.... to normal levels so that a proper relationship between debtors and 
creditors shall be reéstablished Since Great Britain’s enthronement of 
gold in 1816... . silver prices have steadily declined . . . . paralleled by a 
similar drop in commodity prices This relation between silver prices 
and commodity prices continues to the present time The problem of 
giving to silver some integrity in gold countries ....is international in 
We recommend, therefore, that the President . . . . immediately 
issue a call for a conference . . . . with such countries as are willing to make 
a common effort for a common cause ” The report then concluded with 
a formal resolution regarding such a conference having among its purposes the 
“reévaluation” of silver, discontinuance of debasement of silver coins and 
sales of demonetized silver, restoration of debased silver coinage to former 
fineness, absorption of additional silver into coinage or governmental mone- 
tary reserves, and “means by which cover operations in silver may be re- 
versed.’’33 


It is pertinent to our narrative to note some of the misconcep- 
tions which in the foregoing report received the indorsement of 
the Coinage Committee. The frequent use of inexact terms is 


3? The dislocation was rather a result of the depression. 

33 The similarity between the objects of this resolution and those of the resolu- 
tion presented at the World Monetary and Economic Conference in London over 
a year later by Senator Pittman is striking. As to the theory of cover operations 
expounded by the Committee’s technical adviser and included in the Committee’s 
report, Professor Kemmerer had testified: “I think it is absurd.” 
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characteristic of the whole silver campaign. Thus the conclusion 
the Committee reached was, in fact, not “obvious”’; all witnesses 
clearly did not “agree,” etc. The implication that the whole de- 
pression arose from monetary causes, epitomized in dislocation of 
the exchanges, is contrary to the finding of nearly all recognized 
economists. The further implication that the monetary disturb- 
ances would have been avoided but for the decline in the price of 
silver and would be corrected by an increase in the price of silver 
is even more misleading. In seeing the facts “‘as simple rather 
than complicated” the Committee shared in the error of many 
ardent silverites and bimetallists. Again the Committee pinned the 
whole “dislocation of money” on the Orient, emphasizing the 
“destruction of silver’ (debasement of silver coins, as by the 
British Indian government). Therefore the Committee wished the 
public to understand the colossal and unprecedented world-de- 
pression with its attendant ills would all be removed if only silver 
were re-evaluated, i.e., raised in price. 

As to the “flight of silver capital” referred to in the report and 
the consequent “tremendous rarefying of gold,’’ certainly the 
present writer, during several years’ study of Far Eastern fi- 
nances, came across no evidence of important Chinese or Indian 
gold or capital holdings in the Occident. That legislation had 
“decreased the metallic base of money” was another simple asser- 
tion; for if the Indian government had sold silver, the metal had 
gone largely to China, where, unlike India, it was really the “base 
of money.” 

That re-evaluation of silver would restore a “proper” relation- 
ship between debtors and creditors was another contention which 
the country has since had ampie opportunity to appraise. The 
assertion that silver and commodities had been declining steadily 
in price since 1816 was quite contrary to fact.54 

Evidently the Committee was not entirely unaware of the 
weaknesses of its presentation, for its resolution alluded to a con- 
ference attended only by such countries as might be willing to 


4 For statistical proof see this writer’s The Silver Market (U.S. Department of 
Commerce, “‘Trade Promotion Series,’’ No. 139 [Washington, 1932]), Appen. VI and 
p. 28. 
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send representatives. If a conference had been proposed for so 
obviously single a purpose as the Committee clearly had in mind, 
it would have met with a cold rejection in Europe. 

The final report of the Coinage Committee was issued on 
March 1, 1933, under the title Silver Bullion.*5 In this report the 
Committee emphasized that its proposal “moderately”’ to in- 
crease the amount of silver in our currency system would cost 
the Treasury nothing; surplus silver would be taken off the world- 
market and “‘would not endanger the gold standard.” The res- 
toration of silver from 30 cents to 60 cents per ounce would, it 
asserted, add $80,000,000 per year to the value of our commodity 
exports, or $400,000,000 in five years.** “China,” continued this 
cleverly worded report, “‘is only one user of silver.’’ Our business 
with “other silver nations” would increase in the same way. 

Accompanying the above-described Report No. 2186 was a bill 
(H.R. 14784), “the chief purpose” of which was to help restore 
our export trade with silver-using countries.*7 “To do this we 
increase the purchasing power of 50 per cent of humanity which 
uses nothing but silver as its purchasing medium. When this pur- 
chasing medium is increased, commodity prices will necessarily 
advance. .... This can only be done through the restoration of 
the world price of silver.” Silver must be raised by the Western 
world “as a matter of self-preservation.” 

It would have been pertinent to inquire how much the trade of 
the “silver-using countries” amounted to, taking the term as em- 
bracing (a) China and Hong Kong, which were then on the silver 
standard, and (6) those nonsilver-standard countries where the 
principal circulating medium in 1932 was merely fiduciary cur- 


3s 72d Cong., 2d sess., House of Representatives, Report No. 2186: Silver 
Bullion (report to accompany H.R. 14756). 

%In his testimony before the Committee the Chinese witness supported this 
general argument, asserting: “It is principally because of low silver that your sur- 
plus products cannot be distributed in Asia, and indirectly in South America.” 


37 On its title-page Report No. 2186 referred to H.R. No. 14756, but on page 11 
of the report the bill’s number is given as 14784. As to “silver-using” and “silver- 
standard” nations, see Herbert M. Bratter, The Monetary Use of Silver in 1033 
(U.S. Department of Commerce, “Trade Promotion Series,” No. 149), p. 1 and 
passim. 
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rency in the form of silver.** (Logically the second group should 
not be considered in the reasoning any more than the United 
States, which already in 1930 was one of the world’s chief silver- 
using countries but was not on the silver standard. But ignore 
this error. In 1929 the trade of China, Hong Kong, British India, 
and Ceylon combined accounted for about 6.2 per cent of the 
world’s exports and 5.4 per cent of the world’s imports. In 1930 
the corresponding percentages were 5.7 and 4.9. Now add the 
nonsilver-standard, silver-using countries. In all, thirteen coun- 
tries and colonies—including the above-named four, of which 
Hong Kong’s trade figures were largely duplicated in those of 
China proper—accounted for 7.6 per cent of the world’s total im- 
ports in 1930 and 7.7 per cent in 1931. Being more important as 
sellers of raw materials than as buyers of manufactures, their per- 
centage of world-exports was about 9.5 per cent in 1930 and 9.4 
per cent in 1931.*? 

From the foregoing it follows that if by doubling the price of 
silver we were by some miracle to have doubled the international 
trade of the “silver-using”’ countries, it could have done little to 
alleviate the world-depression or the United States’ domestic de- 
pression in the manner the Coinage Committee apparently 
thought it would.*° But of course it invoived the fallacy of identi- 
fying the purchasing power of the Chinese, to say nothing of the 
British Indians and millions of others, with the gold price of silver. 
Had the Committee forthrightly recommended the purchase of 
silver from the Chinese, they would have been justified in de- 
scribing a nigher price of silver as an addition to the purchasing 
power of the Chinese sellers of the si!ver. But the Committee 


38 China and Hong Kong have since left the silver standard, owing to our silver 
policy. 

39 The inevitable errors in published trade statistics do not materially alter the 
picture here revealed. See Herbert M. Bratter, The Silver Market, from which the 
figures are taken. 


4° [bid.; also articles by the author in Evening Post (New York), January 10, 1931; 
Engineering and Mining Journal, April 24, 1930; Finance & Commerce (Shanghai), 
January 14, and May 13, 1931; New York Herald Tribune, November 30, 1931; 
Journal of Political Economy, Vol. XXXIX, No. 3 (June, 1931); Pacific Affairs 
(Honolulu), July and August, 1932. 
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looked on a higher price of silver as affecting Chinese purchasing 
power through the oversea purchasing power of the Chinese mone- 
tary unit. The purchasing power of the Chinese people was some- 
thing quite different. To include as well the currencies of all the 
vague “silver-using countries,” as was implied where not ex- 
pressed, was only to compound the error. The Committee had no 
conception of the barter terms of trade or of the national sacrifice 
involved in our subsidizing China’s buying power. 

While senators and congressmen were working for an interna- 
tional conference to rehabilitate the price of silver, other officials 
here and abroad were working for an intergovernmental meeting 
to discuss the grave economic problems which faced the world. By 
the spring of 1932 developments were rapidly bringing to reality 
the latter plans, and the calling of an international economic con- 
ference sometime during the adjournment of Congress seemed 
certain. Such a conference would undoubtedly discuss currency 
matters. This would provide an opening for silver. Hence, in 
June, the Senate adopted a resolution appropriating $40,000 to 
defray the «xpenses of an American delegation to any monetary 
conference that might be called during adjournment, stipulating, 
however, that silver be placed on the agenda. As expected, the 
British government’s invitation to the United States to join in 
preparations for a “monetary and economic” conference was 
issued during adjournment. Silver, therefore, was assured nomi- 
nal attention; but, Washington opinion held, the administration 
would favor only moderate steps toward improving its price.” 
Once the invitation had been accepted, the silver interests sent 
representatives to the White House and State Department to 
insure their views being adequately represented. They received 
assurances that something for silver would be gained at the parley. 

Owing to the forthcoming presidential election, the conference 

* New York Times of July 31, 1932. The invitation to the conference was a result 
of the Lausanne Conference which terminated its session on July 9, 1932. It adopt- 
ed, among other measures, a resolution relative to a world financial and economic 
conference. To this conference, the resolution stated, the United States should be 
invited. The text of the resolution may be found in the Société de Banque Suisse, 
Bull. 5, May-July, 1932, and in International Conciliation, No. 282, September, 
1932. 
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was destined not to convene for almost a year. Meanwhile, with 
the growing demand for currency inflation that accompanied pro- 
longation of the economic depression, the domestic opportunities 
of the silver advocates expanded. Abroad, no new developments 
favorable to silver occurred; the Imperial Conference at Ottawa 
in August gave only the scantiest consideration to the white 
metal. But at home the administration’s resistance to silver per- 
ceptibly weakened as the election approached. The relaxation of 
its attitude on a silver conference was explained by a Republican 
senator as frankly political: “By agreeing to participate in a silver 
discussion abroad the President feels that he can shunt the prob- 
lem for a while and help Administration Senators” in their re- 
election.# 

While the proposals of the Coinage Committee and others were 
very important in building up public support for silver in the 
years following 1932, they were in large part themselves the re- 
sult of earlier activity by silver advocates. It should be remem- 
bered that 1932 was a presidential election year. Although Presi- 
dent Hoover’s administration had commendably taken a firm 
stand of opposition to silver in 1931, in January, 1932, it had been 
reported that “virtual assurance came from the White House that 
a broad investigation into silver problems would be made.” 
Alarmists were attributing all sorts of ills to the decline in the 
price of silver. Senator Burton K. Wheeler of Montana had an- 
nounced: “The nation must adopt bimetallism or face bolshe- 
vism.”’ Mine-owners and others had visited the capital with in- 
creasing frequence. This was the situation when the Rules Com- 
mittee of the House of Representatives approved the Somers 
resolution for the above-mentioned silver inquiry by the Coinage 
Committee. 

By summer, when the political conventions met, the westerners 
definitely demanded “a place for silver.” At the Democratic gath- 
ering eight states made an effort to commit the party to a strong 
silver policy. In the end, both 1932 platforms made a place for 
silver and both presidential candidates, particularly in their west- 


# New York Times, November 4, 1932. 
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ern speeches, promised that silver would be discussed in an inter- 
national conference.** At Butte, Montana, on September 19 Gov- 
ernor Franklin D. Roosevelt said: “The Republican leaders say 
when an international conference is called by someone else, they 
will participate. This I promise to do without delay or evasion. 
.... 1 believe in American initiative in this ” The next day 
at Seattle candidate Roosevelt again dwelt on silver by implica- 
tion: Since trade with the Orient had suffered because of the 
abnormal depreciation of the buying power of Oriental countries, 
this would be remedied by co-operation with other governments 
under our initiative, “in line with the plan suggested by the 
Democratic platform . . . . [but, with an eye to the East] without 
disturbing the currency of the United States.” 

The eastern states were not always in a position to appreciate 
the attention being given to silver in Governor Roosevelt’s im- 
promptu remarks to westerners who crowded his train. Those re- 
marks were reported much more fully in the local western news- 
papers. But even when the East received verbatim reports, it was 
not always aware of their full implications. Thus the influential 
New York Times, commenting editorially on the subject, con- 
cluded: 


The fact seems to be that both political parties and most candidates for 
office feel it necessary to butter the silver parsnips with fine words, but feel 
in their hearts that no practical plan has been devised, or can be devised, to 
restore silver to the place which it once held in the currency of many nations. 


43 Following are the pertinent excerpts from the two political platforms: 

Republican pla:form—The Republican party established and will continue to 
uphold the gold standard and will oppose any measure which will undermine the 
Government’s credit or impair the integrity of our national currency. Relief by 
currency inflation is unsound in principle and dishonest in results. The dollar is 
impregnable in the marts of the world today and must remain so. An ailing body 
cannot be cured by quack remedies. This is no time to experiment upon the body 
politic or financial. 

We favor the participation by the United States in an international conference 
to consider matters relating to monetary questions, including the position of silver, 
exchange problems, and commodity prices, and possible codperative action con- 
cerning them. 

Democratic platform.—A sound currency to be preserved at all hazards; and an 
international monetary conference called on the invitation of our government to 
consider the rehabilitation of silver and related questions. 
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It was more than a matter of buttering parsnips; there were votes 
to be had for action on silver, promises had had to be given. 

The respect accorded to silver by his opposing candidate in the 
West did not permit President Hoover to elide the subject there. 
On October 20 in a telegram to the Republican committee of 
Silver Bow County, Montana, he assured western miners that 
“the whole silver question” would be “fully dealt with.” He re- 
cited his vain efforts of “over a year ago” to discover interest of 
foreign governments in a silver conference to be called by them. 
Finally, upon the British government’s proposal that a world- 
economic conference be called, ‘I made it a condition of our ac- 
ceptance that the whole silver question be put in the agenda.” 
The President in his telegram stated further: 

The Congress has been passing resolutions for twenty years asking for an 
international conference on silver.“ Various Presidents have endeavored to 
secure such a conference. They have all failed because there are governments 
in the world that are not particularly interested or are opposed to any special 
action. 

The arrangement which I have succeeded in making in the last few months 
in respect to the world economic conference is the first constructive step 
that has been taken in this direction. 

I am anxious to secure the improvement of the silver situation in the 
world and will take part in any constructive measures to that end. Other- 
wise I should not have insisted upon this question being fully considered at 
the forthcoming world economic conference. 


In November, speaking at Salt Lake City and Elko, Nevada, 
President Hoover devoted considerable attention to silver.‘ 
Whatever may have been his intention, the sweeping Democratic 
victory a few days later greatly strengthened the inflationist rep- 


44 This statement by Mr. Hoover cannot be verified from the files of the Law 
Library in the Library of Congress or those of the Legislative Reference Library. 
No such resolutions seem to exist. According to information gained from the Foreign 
Relations Committee of the Senate, no such resolution had passed Congress or 
even been before that Committee in a number of years, other than as described in 
this article. 


45 “Increase in the value of silver,” he stated, “would relieve us from strain of 
cheap production of goods which fiow over our borders, it would rehabilitate the 
buying power of many foreign nations for our goods . . . . in the history of 30 years 
this is the only administration which has won for you the consideration of this 
question by the nations of the world” (Washington Post, November 8, 1932). 
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resentation in the next Congress and promised well for silver’s 
fortunes in 1933. 
THE LONDON AGREEMENT 


The first meeting of the committee of experts in preparation for 
the World Economic Conference was held in Geneva on October 
31, 1932, and the second meeting in January, 1933. At this meet- 
ing bimetallism was rejected as impracticable. The experts re- 
fused to consider inclusion of important quantities of silver in 
central-bank reserves, advocating instead greater industrial use 
of the metal.** On January 19 the Preparatory Commission of 
Experts submitted to the League of Nations its draft-annotated 
agenda, which, owing only to the special stipulation of the Ameri- 
can government, found a place for the metal.47 Under the heading 
“monetary reserves’’ it suggested the possibility of substituting 
subsidiary coin for small gold-backed notes. 

The indifference with which silver was regarded by experts is 
clearly apparent from the Commission’s statement, and it is safe 
to say that such slight concession as it made with regard to 
further use of silver—where not conceived as a means of releasing 
some gold—were solely in deference to American silver politics.“ 


# On December 7, 1932, an attempt to get bimetallism placed in the forefront 
of the agenda of the World Economic Conference had been resisted by government 
members of the House of Lords. Concerning the increasing political strength of 
silver in the United States, see letter from the secretary of state in /nternational 
Monetary and Economic Conference, London, England: Hearings before the Com- 
miltee on Foreign Affairs, House of Representatives, ....on H.J. Res. 536 (Wash- 
ington, 1933), pp. 2-3. Chairman Sam D. McReynolds of Tennessee told the Com- 
mittee (ibid., pp. 11-12): “I am for a little more money and for a little cheaper 
money, and silver deserves consideration.” 

47League of Nations, Monetary and Economic Conference: Draft-annotated 
Agenda Submitted by the Preparatory Commission of Experts (Geneva, 1933). Re- 
print by the United States Department of Commerce, pp. 16, 17, and 18. 

In its draft-annotated agenda the Commussion separately considered three 
suggestions with regard to silver: 

i) It has been suggested that some form of bimetallism should be introduced —We 
would point out that a bimetallic standard, which presupposes a fixed relation be- 
tween the value of gold and that of silver, could be safely introduced only if the most 
important countries of the world agreed to such a measure. As the only international 
monetary standard which is at present likely to command universal acceptance is 
the gold standard, the idea of introducing bimetallism must be regarded as im- 
practicable. 

ii) It has been proposed that banks of issue should be allowed to hold increased quanti- 
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With the Conference convening in June, various important 
foreign delegates on their way to London visited Washington. 
Others made special trips from Europe to learn in advance the 
general attitude which the American government would take at 
the Conference. These visiting statesmen met the President, the 
chairman of the Senate Committee on Foreign Relations (Mr. 
Pittman), and others; and, interested or not, they were informed 
about the administration’s attitude toward silver. Following their 
successive conferences with the President, various explanatory 
announcements on general policy were given to the press. Be- 
tween April 5 and May 27 the White House released twenty “joint 
statements’’ or statements by President Roosevelt alone. Two of 
the joint statements issued with Prime Minister MacDonald as 
cosigner mentioned improvement of the status of silver. President 
Roosevelt joined Mexican Finance Minister Pani in saying that 
silver had been “‘the subject of special and fruitful consideration in 
these conversations.’’ Following the meeting with Chinese 
Finance Minister T. V. Soong, the President and Mr. Soong 


ties of silver in their legal reserves.—On the assumption that no form of bimetallism 
will prove acceptable, silver is unsuitable for extensive inclusion in the metallic 
reserves of a central bank, there being no fixed price at which it would be received 
by other central banks in the settlement of balances on the international account. 

iii) Jt has also been suggested that governmental action should be taken for the pur- 
pose of improving the price of silver —We would, in this connection, refer to the sug- 
gestion made in a previous part of this report to the effect that, in countries where 
bank-notes of small denominations are in circulation, these small notes might be 
withdrawn and replaced within proper limits by subsidiary coins, and we think that 
the Conference should, in this connection, examine to what extent the use of silver 
in subsidiary coinage could be enlarged. Whatever sales of Government stocks of 
silver may be deemed desirable, it is important to conduct these in such a manner as 
to avoid any unnecessary disturbance of the market. 

The Conference should also consider whether, and if so by what methods, the 
marketing of the metal by producers and currency authorities is susceptible of 
improvement. The question of developing new and enlarged industrial uses for 
silver is in our judgment also worthy of careful consideration. 

From the point of view of commercial relations with silver-using countries, par- 
ticularly China, trade interests would best be served, not by a rise in the price of 
silver as such, but by a rise in the general level of commodity prices. Any action 
which would tend to raise that level and in due course achieve its stabilisation may 
be expected to have a favourable effect on the price of silver and would, on general 
grounds, be welcome. 
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announced that they considered it “essential that the price of 
silver, the great medium of exchange in the East, should be en- 
hanced and stabilized.’’* 

In view of the absolute disinterest with which nearly all govern- 
ments had been treating this country’s efforts to procure an inter- 
national silver conference, the introduction of references to silver 
in so many of the joint statements clearly reflected the growth of 
power of the silver advocates in Congress. Having bent the 
United States policy to their will, they directed the weight of its 
influence on the nations assembling at London. Nonetheless, it 
is noteworthy that they were unsuccessful in having silver men- 
tioned in those joint statements signed by the continental Euro- 
pean officials. Even in the Chinese and the Japanese statements, 
a measure of reserve was to be noted.*° For this reason, perhaps, 
the strength of the silver forces was not fully appreciated. The 
Washington Post, for example, commented on the MacDonald 
statement as follows: “But the President and not the Senate will 
instruct the American delegates to the Conference. Apparently 
he has turned his back upon the Senate’s silver heresy.”’* It was 

49 It is interesting to note that, in diplomatic notes of 1934 protesting the in- 
crease in the price of silver, the Chinese government stressed the stabilizing, not the 
enhancing, of the price of silver. It may be worth recalling that, during Mr. Soong’s 
visit to this country, the matter of an R.F.C. cotton and wheat credit to his gov- 
ernment, later granted, was being discussed. The proceeds of this loan, devoted by 
China “exclusively to productive purposes,” were the source of 15,000,000 yuan in 
1935 “transferred to the Central Bank of China for currency reform.” In other 
words, our silver policy later caused the diversion of those funds from their presumed 
purposes, the loan thus serving in part as a means of ameliorating a situation created 


by us. But at the time of Mr. Soong’s visit to Washington, China’s desire for a 
loan presumably influenced the wording of the joint statement. 

s° During the Washington conversations it was reported that an cffort had been 
made to get Canada to join the United States and Mexico on some plan, but that the 
Canadians had evidenced coolness to the idea. In New York, Chinese Finance 
Minister Soong appeared embarrassed when asked to state his attitude toward 
doing something for silver. But in China itself, where lately the banks had issued 
their annual reports covering 1932, it was being emphasized that nothing artificial 
ought to be done for silver. Chinese opinion had undergone education and change 
since the International Chamber meeting of 1931. 

* This turned out to be a mistaken assumption. On June 20, at London, Secre- 
tary Hull announced that Senator Pittman’s silver resolution “meets with the ap- 
proval of the President of the United States.” 

Report No. 195, prepared by the House Committee on Foreign Affairs, approved 
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true that the British and others were really very cool ;* but silver’s 
friends in Congress were not idle, and the President’s unexpected 
message of July 3, which so changed the course of the Conference, 
was still in the future. On May 20 Assistant Secretary of State 
Moley, an intimate adviser the President later sent to London, 
delivered a radio broadcast in which he significantly and with 
special emphasis referred to silver as follows: 

One of the very important cuestions to be considered will be the status of 
silver in world economic policy. Not only the United States but many other 
nations have a deep concern in this question, which will probably be centered 
around various methods of raising the price of silver. 

In preliminary discussions, foreign governments have expressed them- 
selves as sympathetic to this general point of view. As is pointed out by 
sound advocates of silver, it is not a question of remonetizing silver so much 
as the enhancement in price of silver in order that Oriental and South Ameri- 
can countries may again be able to purchase American goods. 


The emphasis on price enhancement for silver is interesting to 
note.* 

What had been accomplished by the silver advocates became 
clearer when the American delegation was on the high seas. On 
June 6 newspapermen on board the S.S. “President Roosevelt” 
were apprised that the American delegation would ask for a 25 
per cent metallic backing for currencies, “with optional conver- 
sion into silver of one-fifth of this backing, and maintenance of 
such silver reserve at an agreed price.” Below such price the cen- 
tral banks should buy, and above it, sell silver. The plan, 
Delegate Pittman explained, contemplated a silver stabilization 
point. In his efforts for silver, Senator Pittman now had the full 
support of the American delegation. Secretary Hull stated truth- 
fully that the delegation “came with definite ideas and with a 


of H. Res. 167, which recommended that the American delegates “strive to secure 
an international agreement for the coinage of gold and silver at a definite fixed 
ratio.” 

82 Cf. Midland Bank, Monthly Review (London), May-June, 1933, pp. 2 and 4; 
also the references to silver in Sir Basil Blackett’s Planned Money (New York, 1933), 
pp. 67 and 87-88. 

$3 Although subsequently, as editor of Today, Mr. Moley expressed similar views 
on behalf of silver, by 1935 his attitude toward the metal had changed completely. 
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spirit of teamwork.’’ Economists, he was quoted as saying, 
thought that if the price of silver were around 50 or 60 cents an 
ounce, the purchasing power of the East would be considerably 
augmented.‘4 These sentiments were’ not encouragingly echoed 
in British circles.55 But the purchasing-power-of-the-Orient argu- 
ment seemed to find favor with Chinese Finance Minister Soong a 
few days later at London. 

The World Economic Conference sat in London from June 12 
to July 27. On June 19 Senator Pittman presented a resolution 
dealing with gold and silver. This resolution sought a reduction 
to 25 per cent of metallic reserves held against currency and 
“restoration of an equilibrium of silver with commodity price 
levels.”’* It further provided: 

a) That an agreement be sought between the chief silver producing 
countries and those countries which are large holders or users of silver to 
limit arbitrary sales upon the world market; 

b) That all nations agree to prevent further debasement of their sub- 
sidiary silver coinages; 

c) That all nations agree to remonetize their subsidiary coinages up to a 
fineness of at least 800 [thousandths], when, as, and if consistent with their 
respective national budget problems; and, 

d) That it be recommended to the central banks that they agree that 80 
percent of their metal cover shall be in gold, and 20 percent shall be optional- 
ly in gold or in silver, provided that silver is obtainable at or below a price 
to be agreed upon as corresponding to the general commodity price level; 
and that governments agree to modify their respective laws to this effect.s7 


Senator Pittman termed the reception of the subcommission to 
this resolution “encouraging.” Six nations tendered their full 


s* Evening Star (Washington), June y, 1935. The teamwork of the American dele- 
gation appears later to have lapsed over the matter of silver. A United Press dis- 
patch in the Japan Advertiser (Tokyo) of July 18 cited disharmony between Sena- 
tors Pittman and Couzens. 

88 Professor T. E. Gregory of the London School of Economics stated: ‘“There is 
no silver party here—just a few silver enthusiasts” (Evening Star [Washington], 
June 6, 1933). 

6 This objective was much more modest than that demanded by practically all 
Congressional silver advocates in 1934 and 1935. 

s7 League of Nations—Monetary and Economic Conference—Monetary and Fi- 
nancial Commission—Subcommittee II (London, June 19, 1935) (Conf. M.E.C.M.F. 
5). 
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agreement: China, Germany, India, Irish Free State, Italy, and 
Mexico. But in other quarters dissatisfaction gave rise to talk of 
adjournment.** The Belgian, Uruguayan, Norwegian, and Por- 
tuguese delegates either declared themselves opposed to the silver 
proposal or made reservations regarding it. The clause of the 
resolution dealing with silver was referred to a subcommittee com- 
posed of representatives of the United States, United Kingdom, 
the Netherlands, Italy, Spain, Mexico, Canada, India, China, and 
Japan.’* The important gold portion of the resolution, however, 
was sent to a separate subcommittee. 

The silver subcommittee met on June 22 under the chairman- 
ship of Senator Pittman and discussed a possible agreen.ent be- 
tween silver-producing and silver-holding countries. But encoun- 
tering difficulties, on July 5 it decided to suspend formal meet- 
ings and to continue conversations in private. Not until July 19 
could the subcommittee again be formally convened.® On that 
occasion it adopted a draft resolution recommending that an 
agreement be sought between the chief countries interested in 
silver, that debasement of silver coinage be discontinued, that 
silver coins be substituted for low-denomination notes, and that 
the provisions of the resolution be subject to certain limitations.” 
On July 20 Subcommission II convened and Senator Pittman 
earnestly presented the resolution on silver, “which constituted 
the sole exchange standard of almost half the population of the 

5§ For details as to the committee proceedings on June 20, see New York Times, 


June 21, 1933; Evening Star (Washington), June 20; etc. In Washington, Senator 
Wheeler vigorously criticized the resolution because it did not call for bimetallism. 


s9 The names of the members are listed in League of Nations, Journal of the Mone- 
tary and Economic Conference (London, 1933), No. 11 (Thursday, June 22, 1933). 
The Journal for the preceding day does not mention Spain as being appointed to 
this subcommittee. 


6° As late as July 18 Senator Pittman was still having trouble with India and 
Spain over their sales quotas. To some observers it appeared that the representa- 
tives of India were delaying the procedure. There seemed to be some jealousy be- 
tween representatives of the India office and those of the Indian government. 


* It is worth noting how the American Silver Purchase Act later tended to work 
against the second and third recommendations of this draft resolution. 
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world.” It was the intention, he continued, to get silver-»roduc- 
ing countries to absorb the coin necessarily demonetizec by cer- 
tain other countries. With Mexican indorsement the resolution 
was adopted by the Subcommission as a part of the report of the 
Monetary and Finance Commission, and one week later the report 
including the resolution was adopted by the full Conference. 
Thus there was finally launched the mechanism for a long-sought 
subsidy for silver. How the matter was regarded by other coun- 
tries is indicated by the statement of Japan’s chief delegate. 
“With regard to the silver question,” he frankly remarked, “we 
are in a way standing on different bases because, while the United 
States is an important silver producing country, Japan is not.’ 
Others thought the silver resolution—and subsequent agreement 
—merely the innocuous dressing of an otherwise futile gathering.* 

Senator Pittman, however, expressed himself as very pleased 
with the adoption of the silver resolution for which he had worked 
so long and so hard, although he confessed that his original pro- 
posal had been “‘only about half adopted.” Had the chairman of 
the Senate Committee on Foreign Relations not been the effective 
spokesman for over 125,000,000 people, silver would have had no 
more than passing mention in London. Only the devotion of his 
full time and efforts as leading delegate of this powerful nation 
enabled him to secure the adoption of a resolution which, at best, 

® League of Nations, Journal of the Monetary and Economic Conference, No. 35. 
At the same time the Senator “launched a shaft at the rapporteurs of the committee, 
who might pay more attention to facts” (Japan Advertiser [Tokyo], July 21). 
Readers of this article will appreciate that statements like that of Senator Pittman 
here quoted received world-wide circulation, and that relatively few newspaper 
readers realized their gross inaccuracy. 

*%§ Japan’s aloofness to silver at London was revealed in the Japanese press. 
The Japan Advertiser (Tokyo [July 18, 1933]) and the New York Times (July 10, 


1933), cited the opposition of Spanish, Dutch, British, Italian, and French delega- 
tions to silver. 

* See, e.g., “Saving of Faces Is Seen in Action of Conference,” New York Times, 
July 9, 1935. The view that this token of the progress being made by the silver 
movement was “innocuous,” was of course a mistake. Later the public was to 
appreciate the errors of the silver program and to comment caustically thereon. 
Yet all along it had revealed either indifference or a Jack of understanding of the 
subject. 
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merely presented for consideration to the governments of the 
world certain harmless rules with regard to silver, with the 
cautious proviso that a certain few countries more directly in- 
terested should reach an agreement by April 1, 1934. The labors 
of a mountain had brought forth a world-economic mouse. And 
it is ironical to reflect that the agreement just referred to was not 
in effect by April 1, 1934. Hence, it is fair to presume, the resolu- 
tion faded into history. 

The silver resolution was kept within the limits indicated by 
the foreign delegates during the Washington conversations. In its 
final form it contained no reference at all to the far-reaching pro- 
posal that central banks keep one-fifth of their reserves in silver. 
In that idea it had been impossible to arouse interest, even 
though—as a vestige of silver’s previous popularity—various cen- 
tral banks were holding some silver in their monetary reserves.®> It 
should further be noted that President Roosevelt’s famous mes- 
sage of July 3, which effectively ended the usefulness of the Con- 
ference, did not materially interfere with the silver developments 
described above. The mention by the President of silver seems to 
have indicated a purpose then to secure the linking of silver with 
gold in the world’s monetary reserves—“‘a better distribution of 
the world’s gold and silver supply to act as a reserve base of na- 
tional currencies.”” Actually this objective was based upon a quite 
unrealistic appraisal of the world’s receptivity to silver. The Bank 
for International Settlements has voiced the overwhelmingly gen- 
eral opinion abroad: 

It is unlikely that silver will be generally used as an element in the 


monetary reserves of central banks. A cardinal purpose of such reserves is to 
provide assets of high liquidity which can be used in meeting foreign pay- 


*s Senator Pittman explained that he “withdrew this paragraph in the resolutioa 
because there are even now fifteen governments which carry more than one-fifth 
of their legal reserves in silver” (radio address, August 18, 1933). A similar assertion 
appeared in the Senator’s speech of May 22, 1934 (Congressional Record, p. 9497)- 
“We withdrew that resolution .... because they wanted to carry more in many 
instances than the resolution provided.” Since no countries had inaugurated this 
practice during the conference, however, the Senator’s explanation was unconvinc- 
ing. For details concerning silver held in legal reserves, see Herbert M. Bratter, 
The Monetary Use of Silver in 1933 (p. 11), a monograph which had been taken to 
London by the American delegation. 
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ments. Experience has shown that gold fully serves this purpose, because it 
is in universal demand and is particularly sought after whenever any emer- 
gency occurs. Silver, however, is accepted only by the monetary authorities 
in a small number of countries in limited amounts, and for that reason, 
among others, is not suitable as an efficient means of making international 
payments. Had there been any genuine demand for silver internationally, as 
there is for gold, there would have been no need for the adoption of special 
action in the United States to help silver. The policy pursued may somewhat 
reduce the demand on the gold market and may supplement the already 
high gold reserve cover for the purpose of internal expansion, but there is 
no evidence to justify the conclusion that such a policy would produce a 
fundamental change in the monetary position of silver, looked at from an 
international point of view. 


On July 22 it became known in London that in an informal 
meeting outside the Conference an agreement on silver had finally 
been reached and initialed by representatives of eight countries 
interested in silver.*? This document is known as the London 
Silver Agreement. Officially cited as a “memorandum of agree- 
ment,” it was an understanding between the United States, Aus- 
tralia, Canada, China, India, Mexico, Peru, and Spain, the first 
five being silver-holding and the last three silver-using countries. 
India, the government of which had for several years been selling 
demonetized silver, by this memorandum consented to limit 
further sales during a four-year period to an average of 35,000,000 
fine ounces troy per annum. 

It will be recalled that restriction of Indian sales was one of the 
earliest objectives of the American silver campaign. Indian selling 
had been depressing the price of silver. Yet at no time had the 
Indian government ever succeeded in selling in excess of 35,000,- 
000 ounces in a year. Obviously India was making no sacrifice at 
London, but was really the gainer by an agreement which, as we 
shall see, guaranteed it a market for 140,000,000 ounces of silver. 
The Chinese government, although it held no silver at all, agreed 
at London not to sell any demonetized silver during the life of the 


Fifth Annual Report, May 13, 1935, Pp. 30. 


® Among the last-minute changes was the withdrawal of Bolivia. The Canadian 
delegate attempted to hold up the agreement until Japan should be included, but 
that country raised numerous objections and indicated a wish to remain outside. 
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Agreement. The government of Spain, which is not known to 
have previously sold any silver, now agreed to limit sales during 
the four-year period to 5,000,000 ounces per annum. It is thus 
important to observe at the outset that the “concessions” at- 
tributed to India, China, and Spain were not concessions at all.® 

Altogether, India, China, and Spain agreed to limit their sales 
of demonetized silver temporarily to an average of 40,000,000 
ounces per annum. In their turn the silver-producing countries 
agreed to withdraw from the market a total of 35,000,000 ounces 
per annum. But of that sum the United States—by virtue of a 
separate “Allotment Agreement” unostentatiously announced a 
week after the signing of the main Agreement—undertook to 
purchase approximately 70 per cent.”° The United States’ obliga- 
tion amounted to approximately 24,420,000 ounces per annum, 
the quantity American mines were estimated to have yielded in 
1932. Mexico, the largest silver producer, whose mines supplied 
over 40 per cent of the total world-output, assumed an allotment 


6 Moreover, when China belatedly ratified the Agreement in 1934, it made a 
sweeping reservation which enabled it not long afterwards to sell many millions of 
ounces of demonetized silver nationalized during the interim. 

It should be noted, furthermore, that India reserved the right to sell any 
additional amount of silver to any government for the purpose of transfer to the 
United States government in payment of war debts. (In connection with the war- 
debt payments of June 15, 1933, 20,200,000 ounces of Indian Treasury silver 
had been sold to the United Kingdom and shipped to San Francisco. The Agri- 
cultural Adjustment Act of May 12, 1933, which permitted such use of silver, was 
still in force.) 

In India the Agreement was quite rightly hailed as a “good bargain which Sir 
George Schuster has put through for India” (The Pioneer [Allahabad], July 26, 
1933). It had “secured for India the freedom to take advantage of every advance 
in the price of silver to sell a certain amount of her stocks of the metal” (Indian 
Finance, July, 1933). Sir George must have had his tongue in his cheek when, 
addressing the Indian Legislative Assembly on November 21, 1933, he said: “Ameri- 
cans interested in silver previously have been inclined to cherish rather bitter 
feelings against us on account of our policy of selling silver. ... . All this was 
changed, I hope, by the London conversations and I wish to testify as to my great 
appreciation ... . Senator Pittman . . . . deserves the thanks not only of his own 
country but also of India.” 

The Chinese, in contrast, saw in the Agreement only danger to their welfare. 

7 Regarding the possible reason for the late and unostentatious publication of 
the Allotment Agreement, which necessarily had been reached earlier, see New York 
Herald Tribune, January 31, 1934. 
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of about 7,160,000 ounces per annum. Canada, third largest silver 
producer, agreed to take a mere 1,672,000 ounces.” 

From the foregoing it is clear that the Agreement concluded at 
London was mainly an undertaking by the United States govern- 
ment to buy the annual output of American mines. For years the 
American silver producers had sought to open the Treasury to 
their silver. Unsuccessful in Congress, they accomplished their 
object at London in the guise of an international agreement.” 

Mexico, Canada, Peru, and Australia undertook to absorb 
10,579,000 ounces. After allowing for their normal coinage re- 
quirements, the remainder was a small contribution fer these 
silver-producing countries to make, since the American purchases 
were bound to affect favorably the income they would get from 
their remaining silver output. The chief beneficiaries of the Agree- 
ment were Mexico and the British countries: India—for the rea- 
sons already mentioned—and Canada, Australia, and Burma as 
silver producers. Moreover, through their capital control of 22 
per cent of the world’s silver output, the British stood to share 
still further in the gains to mines in the United States, Mexico, 
Peru, etc. 

The London Agreement provided that if any of the five silver- 
producing countries failed to ratify, the remaining countries might 
assume its share of the obligations. In other words, if the Agree- 


” The following was the schedule of required annual silver purchases under the 
Allotment Agreement: 

















ALLOTMENT PRODUCTION 
Po aed 
VERAGE 
Country Per Cent of | Per Cent oF 
Ounces s-Country Wor.p- 
Total Tora 
SEER Pare yee 24,421,410 69.78 23.0 
ESRD: 7,159,108 20.4 41.4 
i besiune gueeangl 1,671 ,802 4-7 9.2 
BUR se cvcvcvcvsceces 1,095,325 3.13 7-9 
SG wwe anenete . 652,355 1.86 3.6 
— 35,000,000 100.00 85.1 














7 See New York Herald Tribune (January 30 and 31, 1934), for a detailed analysis 
of the Silver Agreement by Charles Francis Darlington, Jr., formerly with the 
League of Nations and the Bank for International Settlements. Mr. Darlington, 
who termed the Silver Agreement “a sham,” correctly predicted the later political 
developments concerning silver in 1934. 
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ment were never to be ratified by any nation other than the 
United States, it might still be carried out. The Agreement speci- 
fied that ratification “shall be deposited not later than the 1st 
April, 1934. It shall come into force as soon as the ratifications of 
all the Governments concerned are received, provided that all the 
ratifications are received before the rst April, 1934.’”’ Actually all 
the ratifications were not received by April 1, 1934. Of itself, this 
failure is not so important, since the expiration date, “‘on the 
initiative of the United States,” was subsequently extended to 
May 1, 1934, by agreement of all signatories.73 But in view of 
later references thereto by high American officials, it is worth 
noting that the much advertised London Conference resolution 
“adopted unanimously by 66 nations” made no provision for ex- 
tension beyond April 1, 1934.74 In other words, the resolution—in 
itself only a recommendation—by its explicit provisions lapsed on 
April 1, 1934, since the agreement on silver had not “come into 
force by that date.” 

The first country to ratify the Silver Agreement was the United 
States, by the President’s proclamation of December 21, 1933. 
Other countries were slow in recording their agreement.’’ The 
delay of the widest interest was that of China. That country’s 
suspicion of the London Agreement and of the trend of silver 
developments was obviously increasing. The President showed 

73 Department of State, “Executive Agreement Series,” No. 63, Publication No. 
613, and press statement of Acting Secretary of State William Phillips, March 24, 


1934. Postponement became vital because, up to March 21, 1934, only the United 
States and Australia had completed ratification. 

74 Only sixty-four nations actually attended the Conference. For a more recent 
and interesting use of the reference to sixty-six countries and the Silver Agreement, 
see Senator Pittman as quoted in the Congressional Record of April 11, 1935 (p. 5606, 
col. 1). 

78 The State Department (Silver, “Executive Agreement Series,” No. 63) reported 
ratifications* as follows: 


State Date of Deposit State Date of Deposit 
NL hint ia eidach'eckerk irae Feb. 16, r934t I Cintedvanwaenskeuens Mar. 26, 1934 
i teisekbbnaieinnewene Mar. 28, 1934 BRK cine. bd GacerkkksOSe us eeRs Apr. 24, 1934? 
SE dias 5 ahoudaidvemcannel ee eee . Apr. 24, 19348 
Shictdaxdsansasasasnens ade Mar. 21, 1934 Welded Gentes... .ccreccce . Dec. 21, 1933t 


* Deposited with the Department of State, Washington. 
t Notice of affirmative action accepted as an instrument of ratification (sec. 8). 


§ Notice of ratification (sec. 8). China and Spain deposited formal instruments of ratification on 
May 14 and May 8, 1934, respectively. 
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overgenerous consideration of silver in his ratification proclama- 
tion, which provided for the purchase of all American-mined 
silver, not merely 24,421,410 ounces, and which voluntarily as- 
sured a price 50 per cent above the then market price. Moreover 
: his subsequent statements on silver further alarmed many Chi- 
. nese, and in February Shanghai bankers cabled a petition to this 
government not to advance the price of silver. 

On March 14, 1934, it was finally reported that China was 
ratifying the Agreement with important reservations, the Chinese 
government and bankers meanwhile giving serious consideration 
to means of protecting China against a drastic increase in the 
“ price of silver. In its formal deposit of ratification with the State 
Department on May 14, 1934, the Chinese government included 
the following important reservation, clearly evidencing its mis- 
trust: 

In ratifying this Agreement, the National Government of China declares 
that as silver is the basic monetary standard of China, the National Govern- 
ment will consider itself at liberty to take whatever action it may deem ap- 
propriate, if, in its opinion, changes in the relative values of gold and silver 
adversely affect the economic condition of the Chinese people, contrary to 
the spirit of stabilizing the price of silver as embodied in this Agreement.” 


In explaining the significance of this reservation, Dr. Ma Yin- 
chu of the Legislative Yuan pointed out that Article IV of the 
Silver Agreement would otherwise have bound China not to 
demonetize silver. The reservation was designed to enable China 
to suspend and abandon the silver standard, as in fact it was sub- 
sequently forced to do.?7 China’s precaution soon proved amply 
justified. By August, 1934, the situation in China had become so 
grave that a series of urgent appeals was dispatched to Washing- 
ton. 

Many of the features of the Silver Agreement detailed above 
were unappreciated by the public, which quite naturally had 
given its principal attention to more important developments at 
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% Department of State, ““Executive Agreement Series,” No. 63, insert for page 12 
of Publication No. 613. 


77 The student interested in Dr. Ma’s more detailed opinions will find them in 
Finance & Commerce (Shanghai), March 14, 1934. 
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London. What the American public knew about the Silver Agree- 
ment was chiefly what it gleaned from the pronouncements of 
silver advocates. As to the general benefits which would come 
from the accord, extravagant hopes were raised. Senator Pittman 
told the Associated Press: “We hope that by restoring normal 
conditions, exchange values in India, China and Latin America 
will be stabilized. .... It will enable China to restore business 
with the United States .... and it will help toward increasing 
the purchasing power of half the world.” The Agreement, he 
stated, was “‘one of the greatest developments in monetary his- 
tory. It represents a compromise between the gold standard and 
bimetallism!”?* And in a radio talk broadcast from London across 
the Atlantic, the Senator termed this “the most remarkable mul- 
tilateral agreement ever entered into between governments, and 
of itself alone it would have justified this conference. .. . . Pros- 
perity will be upon us before we can realize it.” 

From their own viewpoint, the silver senators were justified in 
hailing the London Silver Agreement as a worthwhile achieve- 
ment. Others, however, particularly the Chinese, were not so 
satisfied. Y. C. Koo labeled the Agreement “nothing but a face- 
saving device”; speculators, he too hopefully predicted, would 
now transfer their interest away from silver. The British North 
China Daily News (Shanghai) was scornful of the pact, but, like 
not a few others, fell into the error of thinking that the last had 
been heard from silver. 

Whatever might be said in disparagement of the Silver Agree- 
ment from the standpoint of the general welfare, it was certainly 
a decided step forward from the standpoint of silver. As events 
proved, it was an entering wedge. A dying metal was being re- 
suscitated. Its chief sponsor, Mr. Pittman, accurately predicted 
that the Agreement would soon restore the price of silver to 
between 60 and 70 cents, adding that action to remonetize silver 


7 New York Herald Tribune, July 20, 1933; New York Times, July 21 and 22, 
1933. Apparently there were some in London, also, who overestimated the benefits 
of the Silver Agreement. The Times (London [July 23, 1933]) thought it might 
“help increase the purchasing power of silver-using countries.”” The Evening Star 
(Washington) tendered editorial congratuictions to Senator Pittman. 





Sects 





: 
; 
- 
‘ 








pe 











THE SILVER EPISODE 647 


would be made much easier by reason of the adoption of the 
resolution and Agreement. This early proved to be the case. In 
December, 1933, the President proclaimed the purchase of all 
American newly mined silver. While there is no evidence that 
the main lines of the December proclamation had been worked 
out the previous summer, it may be significant that a bill for the 
purchase of domestically produced silver had had favorable con- 
sideration in the Senate and was rumored on Capitol Hill to 
have had the approval of the President. 

The President’s proclamation ‘can be better understood if pre- 
sented against the background of silver politics at home in the 
months immediately preceding it. Above we have traced in some 
detail the successful agitation for an international conference as 
one means of getting “‘something for silver.’’ Below we shall re- 
view the silver agitation in some of its variant forms, and par- 
ticularly the growing demands following the World Conference 
that the United States take action alone. What that action should 
be was not a matter of general agreement; its nature was ap- 
parently not important so long as it should substantially raise 
the price of silver. 

During the interval between the initialing of the London Silver 
Agreement in July and the President’s ratification thereof in 
December, 1933, agitation by Washington silver advocates con- 
tinued. Of course this agitation now no longer had for its object 
the convocation of a conference. If there were many advocates of 
ratification of the London understanding, there were others who 
sought independent action by this country far beyond the limits 
of that international agreement. In our earlier history of the agi- 
tation for a conference we purposely omitted detailing the numer- 
ous other plans for action to raise the price of silver. At this point 
it may be well to retrace our steps to the beginning of 1932 and 
very briefly note some of the other proposals referred to. 

Early in 1932 Senator Wheeler of Montana introduced a bill 
calling for bimetallism at 16 to 1. Senator Pittman of Nevada in- 
troduced a measure modeled on the Sherman Act of 1890, and 
Senator Hayden of Arizona commenced work on a plan to make 
silver acceptable in payment of war debts. Not much progress 
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was made by these proposals that year, the Hoover administra- 
tion being so definitely opposed.” In January, 1933, however, 
silver was brought sharply to the fore when Senators Huey Long 
of Louisiana and Burton K. Wheeler of Montana offered bimetal- 
lism amendments to the important Glass banking bill. A union of 
silver with southern agriculturalist-inflationist forces strongly 
reminiscent of the silver-tariff logrolling of the last century now 
became evident. But the Wheeler proposal was defeated—pairs 
excluded—by the substantial majority of 56 to 18. It was sig- 
nificant of silver’s growing strength that six Republicans voted 
for the measure. Five silver-state senators voted against it and 
only three for it. Some of the metal’s most active advocates were 
disinclined to have a vote on silver at that time and in such a 
form, and, it was reported, had, through Senator Norris, vainly 
urged Senator Wheeler to withdraw his amendment. In the House, 
Congressman Steagall (Alabama Democrat) was advocating the 
issuance of $250,000,000 in silver currency, while the Senate 
Finance Committee, then holding hearings on the economic de- 
pression under the chairmanship of Senator Smoot of Utah, heard 
the testimony of various silver advocates.*° 

The New Deal Congress, which met in March, 1933, was dis- 
tinctly inflation minded. While the Democrats had promised 
sound money, it appeared that some dilution of the currency was 
inevitable. Even in nonmining areas the sentiment for silver was 
stronger than at any time since the 1890’s. The arguments of the 
silver interests were finding increasing acceptance among persons 
who believed that their individual purchasing power in some way 
depended upon the country’s total stock of precious metals and 
currency. Not a few of the inflationary proposals, therefore, in- 


79 Secretary of the Treasury Mills on May 2 and June 9, 1932, ably set forth the 
objections to the silver agitation in the course of an exchange of letters with Senator 
Key Pittman. These letters were inserted in the Congressional Record of June 18, 
1932, by Senator Pittman and reprinted by him. 


8° Among the witnesses favorable to silver who were invited were René Léon; 
William Mont Ferry of the Silver King Mines Company (who had earlier come to 
Washington to seek silver relief); Cornelius F. Kelley; William Randolph Hearst, 
mineowner and publisher; Bernard M. Baruch; and the clerk of the House, South 
Trimble, who as a silver advocate distributed reprints of his testimony on silver. 
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volved the additional use of silver. Between March 9 and May 20 
at least twenty-four different bills involving expanded monetary 
use of silver were introduced. On April 17 the Senate, by a vote 
of 47 to 37—pairs included—defeated Senator Wheeler’s proposal 
to add a bimetallism amendment to the important agricultural 
relief bill. The vote revealed much progress by silver since the 
above-mentioned vote of January. Had it not been for White 
House influence, the proposal probably would have passed.™ 
Meanwhile Senator Elmer Thomas of Oklahoma placed before 
the Senate his famous “inflation” amendment to the agricultural 
bill, an amendment whose provisions included silver remonetiza- 
tion; and House Speaker Rainey of Illinois now significantly de- 
scribed himself as an “irreconcilable Bryan 16-to-1 man.” Evi- 
dently that keen Democratic leader sensed the changed times. 
“There is,” he was quoted, “strong sentiment throughout the 
country for some inflation. Sentiment is rapidly crystallizing in 
the House for it. I personally favor . . . . anything the silver ad- 
vocates can agree on.”’** Various others made similar pronounce- 
ments. The only opponent to speak before the Senate vote on 
bimetallism was Democratic leader Robinson of Arkansas who 
during the debates announced that the President did not desire 
the amendment. Within a year the Senator was destined even 
more explicitly to represent the President in blocking the path of 
silver inflation. 

With the initialing of the London Silver Agreement in the 
summer of 1933, western silver advocates indicated a distinct 
feeling of optimism. They were more encouraged than at any 
time in a generation. If only the silver senators would form a 


8 Wall Street Journal, April 19. The switching of only six votes would have car- 
ried the amendment. 


82 A clue to the inflation sentiment behind the April vote for silver is to be had 
in the still tied-up bank deposits of that period. Such deposits in states represented 
by the forty-seven senators opposed to the Wheeler Amendment amounted to $205,- 
500,000. In the thirty-seven more sparsely populated states represented by the 
affirmative vote, the corresponding figure was $198,700,000. But the population 
represented by the two groups of senators was 75,757,000 and 32,881,000, respec- 
tively. To many of the thirty-seven senators inflation probably was the primary 
consideration. 
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coalition with sound-money advocates so as to defeat printing- 
press inflation, it was held, they “could write their own ticket.” 
Such a coalition the President was reported to have privately 
stated he would support if given assurance it would defeat a 
mandatory expansion of our paper money.*? Westerners, there- 
fore, continued to press for government silver purchases. For ex- 
ample, a “farm manifesto” presented to a conference of ten state 
governors at Des Moines demanded, inter alia, remonetization of 
silver. A highly important influence at this time toward creating 
public sentiment for silver were the weekly radio discourses on the 
subject from the Detroit Shrine of the Little Flower. Silver specu- 
lation was becoming conspicuous, while the Committee for the 
Nation—a private organization propagandizing for inflation— 
again joined with Senator Elmer Thomas in recommending that 
the President initiate a silver-purchase program.** This program, 
it was urged, should be “on an increasing scale of price.”” That 
there had been considerable speculation in silver outside of Wash- 
ington was of course no secret, the increasing transactions on the 
Commodity Exchange in New York being published daily in 
papers across the country. It is not too much to assume that the 
speculative interest itself—an interest in the possible success of 
the silver agitation—in turn became a source of further agitation 
that the government do something for silver.*s Any sincere advo- 
cates of remonetization must have been embarrassed by the pub- 
lic speculation in the metal. 

Whether, or how, the President’s attitude toward silver may 
have been changing during this period we do not know. It is of 
possible interest in this connection that the late Professor George 
F. Warren, one of the President’s close monetary advisers at the 


8s New York Times, October 15, 1933. During the last quarter of 1933 the news- 
papers revealed increasing agitation for silver. 

84 Cf. Wall Street Journal, November 18, 1933. The group which met to decide 
on procedure included several senators as well as persons identified with the Com- 
mittee. See also New York Times, February 15, 1933. 

8s The Treasury investigation of silver speculation in 1934 is referred to in the 
next instalment of this article. The inauguration of silver trading in the Commod- 
ity (National Metal) Exchange on June 15, 1931, was both a result and a source of 
speculative interest. 
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time and also a collaborator of the Committee for the Nation, in 
March, 1934, informed this writer that he saw an advantage in the 
proposed acquisition of silver by the Treasury; such silver, he 
thought, would be useful as a war chest in case of a conflict in the 
Far East. More important was the active support for silver on 
the part of Herman Oliphant, the Treasurv’s general counsel, who 
had the President’s ear. The opposition to silver remained small 
and inactive, being represented chiefly by occasional editorials in 
the eastern press. Their influence on the trend toward inflation 
could not cope with the sentiment of the country, stimulated as it 
was by lavish and skilfully organized propaganda of the sort con- 
ducted by the Committee for the Nation.*® The President was 
thus kept well informed on the wishes of the growing silver group. 

With Speaker Rainey’s expressed support, it was disclosed on 
December 1, 1933, that a poll of western congressmen revealed 
twenty-five indorsements “of the policy of the President, espe- 
cially as to inflation, and recommending the immediate inclusion 
of silver as an addition to the monetary basis.”” The congressman 
who made the announcement stated he “had reason to believe 
that the President’s plan included a linking of silver with gold in 
some manner.” Senator Wheeler, again promising trade advan- 
tages from bimetallism, announced his intention to introduce a 
16-to-1 bill in the coming session of Congress. Any silver bill hav- 
ing the President’s approval, the House Speaker remarked, would 
go through the House “‘as if it were greased,”’ and on December 20 
he made an address in New York advocating remonetization. The 
American Farm Bureau Federation joined the clamor for remone- 
tization so as to “increase both credit and currency... . and 
place our nation in better position to expand trade with silver- 
using countries.”’ The domestic silver campaign was commencing 
to yield visible results. 

In Montevideo, meanwhile, the Pan-American Conference was 
receiving bimetallism proposals from Mexico. Ever since the ad- 

86 This propaganda embraced direct-by-mail circularization, including distribu- 
tion of leaflets, mimeographed treatises, and books; radio addresses, often advertised 


in advance by post card; telegrams to the President, cabinet members, and other 
officials; and testimony submitted to various Congressional committees. 
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vent of the depression, that country, the world’s largest silver 
producer, had earnestly advocated the restoration of silver. At 
the Fourth Pan-American Commercial Conference in Washington 
in October, 1931, the subject had been vigorously presented by 
the Mexican delegates. Later the views of General Plutarco Elias 
Calles on silver, translated into English, were published in pamph- 
let form and distributed in the United States by the Mexican 
embassy. Similarly an English edition of a 296-page Mexican 
treatise on silver was published and distributed in official Wash- 
ington.*? The volume was believed to contain the general views 
on silver of the Mexican government, and a generous supply was 
sent here through diplomatic channels. On December 4, 1933, 
Mexico sought to have the Montevideo agenda enlarged so as to 
include discussion of bimetallism and a Pan-American bimetallic 
system. Concerning that type of monetary system, however, Mr. 
Spruille Braden of the United States delegation replied noncom- 
mittally. While not entirely successful at Montevideo, the Mexi- 
can government cont 1ued to bring silver to the attention of the 
United States at all favorable opportunities.** 

87 Jose Luis Requena, The Crisis in the Gold Standard (Mexico, 1933). This 
volume, a plea for the rehabilitation of silver, was appropriately published by 


Editorial “‘Fenix.”” Some quotations from the book may be found in the New York 
Herald Tribune of November 26, 1933. 

88 In Mexico silver was a far more important product than in the United States. 
In 1926, when the price of silver and the volume of output were high, Mexico’s 
silver production amounted in value to about one-fourth of its total mineral pro- 
duction. The benefits which Mexico ultimately obtained from the American silver 
program well warranted that country’s activity in the metal’s behalf. 


[To be continued] 
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A. FEUDALISM 


I. HISTORICAL ANTECEDENTS 


APAN for two centuries prior to 1600 was broken up into 
fiefs, molded into constantly shifting patterns by the fre- 
quent warfare among feudal chiefs. The emperors remained 

in retirement; the shogun—or temporal sovereigns of the empire— 
were ineffectual, and the Buddhist priesthood, though powerful 
in Kyoto, the capital, had little influence over the chaos of the 
provinces. Neither movable property nor land was safe from the 
danger of seizure by roving bandit lords. Under these conditions, 
agriculture and industry languished, and the population was re- 
duced to a low ebb both in numbers and possessions.” 

Between 1560 and 1600, however, three chieftains—Nobunaga, 
Hideyoshi, and Tokugawa Iyeyasu—succeeded in subduing the 
warring factions’ and restoring peace under a centralized military 
rule. In 1603 Iyeyasu became shogun, thus founding the dynasty 

'In preparing this article, the writer is particularly indebted to the following 
works: Benjiro Nakazawa, Nihon Beika Hendo-Shi (“A History of Rice in Japan’’) 
(Tokyo, 1933); Yosoburo Takekoshi, The Economic Aspects of the History of the 
Civilisation of Japan (3 vols.; New York, 1930); Matsuyo Takizawa, The Penetration 
of Money Economy in Japan, and Its Effects upon Social and Political Institutions 
(New York, 1927); James Murdoch, A History of Japan (3 vols.; London, 1926); 
F. Brinkley, A History of the Japanese People (New York, 1915); Garrett Droppers, 
“The Population of Japan in the Tokugawa Period,” Transactions of the Asiatic 
Society of Japan (Yokohama, 1894), XXII, 253-84. References to these books in 
the present article will cite only the author’s name, the volume, and page num- 
ber. 

The writer wishes to express his appreciation to Wesley C. Mitchell and Ryusaku 


Tsunoda of Columbia University for their revisions of the manuscript, and to 
Seizaburo Yonekura for a translation of Nakazawa’s annals after 1597. 

2 Cf. Murdoch, IT, 15-27. 

3In 1560 Nobunaga vanquished Imagawa Yoshimoto at Okehazama; while in 
1600 Iyeyasu defeated the rival heir of Hideyoshi at Sekigahara. 
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of the Tokugawa family, which centralized the power of the em- 
pire in the Shogunate for over two and one half centuries. 


2. THE RICE ECONOMY 

The Tokugawa age was at first characterized by a system of 
feudalism built upon a rice economy. The country was divided 
into more than 200 fiefs,‘ each with its hereditary lord, or daimyo. 
The shogun himself held the largest fief, which produced about 
one-seventh of the empire’s crops, and yielded most of the rev- 
enues needed for the operation of the central government. Each 
daimyo maintained a large number of samurai—two-sworded re- 
tainers of noble rank—whose function had originally been mili- 
tary, but who became parasitic during the Pax Tokugawa. Each 
of these was allowed a fixed income in terms of rice, which was de- 
rived from the tenant farmers as feudal dues. 

The farmers comprised the great bulk of the population. Their 
principal crop was rice, which far surpassed in value all other 
crops together. The farmer usually delivered to his lord 40 or 50 
per cent of the rice grown, eking out a precarious existence on the 
remainder. Part of this tax was later commuted into money. The 
suzerain’s share was not based on the current yield, as in the 
metayer or “‘shares’”’ system, but on the average yield of the past 
five or ten years, and was levied in full unless the crop failed al- 
most completely, so that the farmer suffered severely in times of 
subnormal harvests.’ Various minor crops, such as barley, rye, 
wheat, beans, and tea were raised on upland areas. The taxes on 
these products were usually levied in money—copper in the east 
and silver in the west.® 

Since both the nobility and the peasantry received most of 
their income in the form of rice, it became the principal medium 
of exchange, despite its bulk and perishability. Income, debts, 
and wealth were all expressed in terms of the koku of rice (5.12 
bushels)’ in the earlier years of the Tokugawa era. The value of 
rice varied widely among localities, and fluctuated from year to 
year in response to crop conditions, but over a long period it 

4 Brinkley, p. 559. 6 Takizawa, p. 76. 

5 Takizawa, p. 27. 7 Shoji Koki, Keizai Mondo Hiroku (ca. 1841). 
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proved to be a more stable standard of value than the metal 
money, which suffered from the variable supply, repeated de- 
basements, and changing content of gold, silver, or copper. 

Agriculture was considered to be the only productive industry 
in the physiocratic philosophy of the times. Consequently, the 
artisans and merchants were held in low esteem, occupying a 
social position theoretically below that of the farmers, and supe- 
rior only to that of the efa and hinin outcasts. 

The country’s dependence upon rice, and the self-sufficiency of 
the fiefs in the seventeenth century, prevented the most efficient 
utilization of the land. As Orchard writes: 

There could be no regjonal specialization in production. Japanese agri- 
culture was subsistence agriculture and the land could not be made to pro- 
duce to its full capacity. Whatever the topography or the climate or the 
soil, food was necessarily the first consideration. .. . . So essential was the 
cultivation of rice that the production of raw silk was not even sufficient 
to meet the demand within the country, and silk was imported.* 

Feudal institutions persisted in the hinterland of Japan 
throughout the two and a half centuries of Tokugawa peace, de- 
spite the centralization of political power in Yedo (now Tokyo), 
and the radiation of the money economy from.the growing cities. 
The fiefs were kept jealously distinct, for purposes of defense, by 
their lords. In addition to the natural barriers of mountains which 
everywhere traverse Japan, the roads, except for the seven main 
highways, were unimproved, rivers were unbridged, and customs 
barriers maintained at the fief boundaries. Accordingly, the 
transport of goods by land was difficult and expensive. The chief 
lanes of transportation were along the numerous rivers and the 
seacoasts. The rivers were short and swift, however, and coastal 
shipping was hampered by the prohibition of vessels exceeding 
1,000 koku burden,’ the ordinance having been directed against 
foreign trade. The sale of lands was carefully prescribed, and the 
pursuits of the people regulated down to the smallest details." 

8 J. E. Orchard, Japan’s Economic Position (New York, 1930), p. 9. 

* Five hundred koku before the time of Iyetsuna, 1663-80, according to Mur- 
doch, ITI, 155. 

© D. B. Simmons, “Notes on Land Tenure and Local Institutions in Old Japan,” 
Transactions of the Asiatic Society of Japan (Tokyo, 1891), XTX, 37-176. 
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Commerce first flourished with the movement of provisions from 
the provinces to the growing cities of Yedo, Osaka, and Kyoto, 
and in the trade engendered by the daimyo and their immense 
retinues traveling to and from Yedo, where they were required to 
spend alternate years. 

3. CONTRAST WITH EUROPEAN FEUDALISM 

The feudalism of Japan was but little affected by the three in- 
fluences which most disturbed the feudal institutions of Europe 
during the Middle Ages—warfare, foreign trade, and plagues. 
From the Battle of Osaka in 1615 until the first struggles of the 
Restoration in 1863 Japan enjoyed unbroken peace. 

Foreign trade, which had fiourished since the “‘discovery”’ of 
Japan by the Portuguese in 1542, was severely curtailed by the 
government after 1638, largely because this trade was thought to 
promote the consumption of useless luxury goods, and was drain- 
ing the country’s supply of gold and silver. Japanese subjects 
were forbidden to go abroad, and the building of large ocean- 
going vessels was prohibited, in an effort to preserve the status quo 
against the undermining effects of foreign culture. European 
books were completely banned until 1729, and again after 1804." 
The Spaniards and Portuguese were expelled because of their pro- 
motion of Christianity and the fear of their possible invasion. 
The only Europeans allowed in the country were a few Dutchmen, 
who were penned up in the tiny island of Deshima, near Nagasaki, 
and allowed to carry on a small trade with Europe. Even trade 
with China and Korea was reduced to small proportions. 

Japan has never suffered from great plagues, because of her in- 
sular position, isolationism, and limited rural intercourse. Epi- 
demics ran their course from time to time, but were not particu- 
larly deadly in their effects. Smallpox and measles were the most 
prevalent diseases of old Japan. Dysentery and typhus appeared 
occasionally, while cholera was unknown.” 


4. POPULATION TRENDS 
The population of Japan increased rapidly during the first 
half of the Tokugawa period, thanks to the peace which followed 
"K. Kuroita, Kokushi Kenkyu Nempyo (‘Annals of Japan”) (1935). 
™ According to Dr. Baelz, as quoted by Droppers, p. 265 n. 
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a long period of devastating wars. Although no national census 
was taken, scattered reports show substantial gains. Between 1665 
and 1732 the reported population in the fief of Awa increased 
from 308,880 to 470,512, or 52 per cent, and in Izumi from 252,061 
to 287,388, or 14 per cent. In Mutsu the number rose 8 per cent 
from 599,241 in 1690 to 647,427 in 1732; while Osumi reported an 
increase of 30 per cent from 260,961 in 1698 to 339,955 in 1732."3 
The population in the cities (described below) increased even 
more rapidly than in these country districts. 

The production of rice rose correspondingly during this period. 
Under the shogun Yoshimune (1716-44), the acreage planted in 
rice was more than double that of 1600, and almost equaled the 
acreage in rice in 1867."* The annual output of rice at this time 
is estimated as high as 60,000,000 koku,"5 as against 28,000,000 
koku in the beginning of the seventeenth century.”* In 1729 there 
actually existed a great oversupply of rice, which caused wide- 
spread distress among the samurai class, whose fixed income of 
rice had declined in purchasing power."’ 

During this epoch, however, the population reached the maxi- 
mum point which the agriculture of the country could support 


under the prevailing institutions of feudalism."* For the next cen- 
tury and a half the increase in numbers was held in check, chiefly 
through a series of famines induced by drought, floods, insects, 
and volcanic eruptions. Fires and epidemics were positive checks 
of minor importance. The pressure of population also led to the 
prevalence of preventive checks: primogeniture, deferred mar- 
riage, abstinence, abortion, and infanticide."® 


3 Droppers, p. 263. 

™ Murdoch, ITI, 353. 6 Takizawa, p. 20. 

1S Ibid. "7 Takizawa, p. 42. 

8 J. E. Orchard claims that ‘There is little justification, however, for the con- 
tention often advanced that this agricultural nation had reached in this period a 
point of population saturation. The productive capacity of the land was less ham- 
pered by the limitations of nature than it was by the restricting regulations of the 
feudal system” (Japan’s Economic Position, p. 12). The saturation point of popu- 
lation depends necessarily both on physical conditions and on existing social insti- 
tutions, the influence of the latter always being present. A saturation point can 
never be said to have been reached if it presupposes the potential yield of agriculture 
under ideal social conditions. 


9 Droppers, pp. 275 f. 
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Census reports between the first Tokugawa enumeration in 
1721 and the last in 1846 indicate the static condition of the 
population (Table 1). 


B. EVOLUTION OF A BUSINESS ECONOMY 


Despite the underlying feudal institutions of the Tokugawa 
age, there evolved in the cities during this period a system of large- 
scale business enterprise based upon the extensive use of money 


TABLE 1 


POPULATION OF TOKUGAWA, JAPAN 
Number Registered* . Number Registered* 
26,065,425 24,891,441 
26,921,816 25,517,720 
26,153,450 25,621,957 
26,062,230 27,200,800 
26 , 252,057 27 ,063 ,907 
26,010,600 26,907 ,625 


* Data are taken from Eijiro Honjo, “The Population and Its Problems in the Tokugaws Era,” 
Institut International de Statistique (Tokyo, 1930), p. 8. This tabulation excludes the samurai, their 
servants, children under fifteen in some provinces, and probably the outcasts, so that the best authori- 
ties estimate the lation to have exceeded 30,000,000 during this period. This number was greater 
than Se ee of any country in Western Europe prior to 1831, when France surpassed Japan 
temporarily in numbers. 


and a complex organization of commerce. This “‘business econ- 
omy’”° gradually permeated the country, seriously undermining 
the feudal customs of the population at large, and paving the way 
for the rapid development of industry which followed the Restora- 
tion of 1868. “It was only a question of time when feudalism 
would collapse under economic pressure.’’* 


I. THE USE OF MONEY 

Coinage is first mentioned in Japanese chronicles in 486 A.D. 
During the ensuing centuries its use expanded fitfully with the 
discovery of mines and the importation of copper from China. 
By the sixteenth century a number of daimyo were circulating 
their own coins of copper, silver, and gold.” After 1600, the use 
2 The term “‘business economy”’ is used to indicate that highly developed form 


of money economy within which business cycles occur, as suggested by Wesley C- 
Mitchell in Business Cycles: The Problem and Its Setting (New York, 1927), p. 63- 


 Inazo Nitobe, Japan (New York, 1931), p. 98. 
= Takizawa, pp. 30-32. 
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of money was stimulated powerfully by the coming of peace, the 
centralization of political power with its protection of property 
against banditry, the unification of the currency system by the 
same three warriors who achieved political union,”* and the time- 
ly discovery of gold and silver mines in Sado, Iwami, and Ta- 
jima.*4 

The daimyo and samurai in the seventeenth century had aban- 
doned their warlike practices and entered upon a more luxurious 
mode of living. It is said that between 1603 and 1695 some six 
million ryo of gold passed from the hands of the nobility to those 
of artisans and merchants, in this “‘new era” of spending.**> Gold 
and silver had already proved their superiority over rice as media 
of exchange in the luxury trade of the cities. Impressed by the 
convenience and growing acceptability of metal money, the 
daimyo levied money taxes not only on their farmers’ upland 
crops, but also on part of the rice crop itself. For example, one- 
third of the total taxes on the western domains of the shogun— 
himself the greatest daimyo—came to be levied in silver, and the 
balance in rice.” In consequence, the farmers were forced to sell 
a fraction of their crop for cash. By the end of the seventeenth 
century nearly the entire population measured income and ex- 
pense to some extent in terms of money.””? The growing demands 
of trade during the seventeenth century caused an increasing 
shortage of the precious metals. The Tokugawa government in 
1685 limited drastically the export of silver and gold by Dutch 
and Chinese merchants, and in 1696 it restricted the use of these 
metals in ornamentation.* Furthermore, the government re- 
sorted repeatedly to the debasement of the currency, recoining 
gold twice and silver five times between 1695 and 1712,?? each 
devaluation serving to relieve the financial stringency of the 


23 Nobunaga, Hideyoshi, and Iyeyasu; cf. Takekoshi, IT, 30. 

4 Takizawa, p. 33. 

*s Umetsuji Kisei, Yuniwa-no-Ho (‘‘Essays on Rice’”’) (1843). A ryo then corre- 
sponded roughly to £2 or $10 today. (Cf. Murdoch, ITI, 156.) 

* Takizawa, p. 35. 

27 Takizawa, p. 38. 

* Takizawa, pp. 37, 38. *° Takizawa, p. 40. 
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treasury. The Shogunate refrained, however, from issuing paper 
money—though the daimyo circulated their own notes from time 
to time*°—and created no national debt. 

The wider use of money led to the increasing importance of 
the price system in directing the distribution of wealth. Econo- 
mists of the period, particularly Hakuseki Arai, Sorai, Ogiu and 
Baien Miura,* emphasized the price of rice as the critical factor 
in controlling the prosperity of the several classes* (except in 
time of famine), rather than the quantity of its production, as 
would be the case in a pure rice economy. Nitobe has also empha- 
sized the importance of price in that period: 

The daimyo and the samurai who received their income in rice had first 
to sell this, and when, for some reason or other—e.g., a good harvest—the 
price was lowered, they could not afford to buy other commodities. Or 
when, in consequence of debasement of currency, prices soared, the samurai 
gained nothing; for whatever surplus he got from his rice-stipend, he had to 
pay for other wares. The government, whose revenue was paid in rice, 
naturally tried to keep up the price of the grain; but, when this policy suc- 
ceeded, the proletarian masses down-town gave immediate alarm. Between 
the well-being of the samurai, upon whom his safety depended, and that of 
the citizens who made his capital prosperous, the shogun wavered in his 
policy. 

Although the government attempted repeatedly to control the 
price of rice, little effort was made after the time of Yoshimune 
(1716-45) to regulate its supply, either by maintaining ware- 
house stocks as insurance against famine, or by improving the 
channels of distribution to relieve local shortages when surpluses 
existed elsewhere. Over a long period the price of rice was influ- 
enced more by the volume of money in circulation, which fluctu- 

3° From 1707 to 1730 this was prohibited. From 1730 to 1755 daimyo were 


allowed to issue 15- or 25-year bills, payable in gold, silver, or copper, while after 
1755 only silver certificates were permitted. (Cf. Murdoch, III, 356.) 

3 Cf. Neil Skene Smith, “‘An Introduction to Some Japanese Writings of the 
18th Century,” Transactions of the Asiatic Society of Japan (December, 1934), 
PP. 33-105. 

# For example, Dazai Shundai wrote in 1729, “‘A high price of rice is advanta- 
geous to the samurai and farmers, and injurious to the artisans and merchants”’; and 
conversely. 

33 Nitobe, op. cit., p. 97. 
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ated widely with the output of mines, the policy of the Shogunate, 
and the needs of business, than by the volume of rice production, 
which remained relatively stable.*4 


2. THE RISE OF CAPITALISM 


A business economy—or advanced money economy—requires 
for its development the presence of large cities, transportation 
facilities, the specialization of employment, facilities for the ex- 
change of merchandise, a banking system, a refinement of busi- 
ness technique, aiid the concentration of wealth in the hands of 
business men. The present section will trace the rise of these ele- 
ments of business organization during the Tokugawa period. 

The growth of cities was spectacular. Yedo was a mere village 
when Tokugawa Iyeyasu established his capital there in 1590. 
The shogun, in order to discourage the plotting of insurrection, 
required the daimyo to reside in Yedo every other year, and to 
maintain their families there permanently. The presence of these 
wealthy families, with their extensive retinues of samurai and 
servants, brought a tremendous influx of artisans and merchants 
to the capital. The non-samurai population rose from about 
150,000 in 162555 to 526,317 in 1723,*° and by 1787 reached a total 
variously estimated at 1,367,84057 or 2,285,300.°* This huge in- 
crease in a period of sixty-four years, during which time the total 
registered population of the empire decreased by over a million,*° 
reveals the extent of the migration from the rural districts to the 
metropolis. No less notable was the rise in the standard of living 
in Yedo during this period, a transformation remarked upon by 
many eighteenth-century writers.*° 

34 Cf. Koya Nakamura, Kokumin Bunkwa Shi Gairon (“‘A History of Japan’’) (2d 
ed., 1924), II, 73-84. 

38 Takekoshi, IT, 245. 


%S. Fujioka and H. Hirada, Nippon Fusoku Shi (‘A History of Japanese Cus- 
toms”) (Tokyo, 1918), II, 86. 

37 Murdoch, ITI, 408. 

3 Ota Nampo, Ichiwa Ichigen (‘One Talk, One Word”) (1800-1823), VIII, 12 
XXXVI, 10. 

39 Interpolating between the data reported by Droppers (p. 262), the number of 
commoners declined 1,202,731, from 26,256,693 in 1722 to 25,053,962 in 1787. 

# Cf. Murdoch, III, 408; Takizawa, p. 68. 
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Osaka and Kyoto also waxed prosperous in this era, Osaka as 
the empire’s center of distribution, and Kyoto as its nucleus of 
skilled crafts.“ Osaka cleared a large part of the tax-rice of the 
daimyo through its exchanges, and was the first to develop an 
advanced system of banking. Its population was reported at 
268,760 in 1665 and 380,000 about 1700.*3 At that time Kyoto 
exceeded both Osaka and Yedo in numbers. Its population was 
tabulated at 507,548 in 1696 and 526,225 in 1750.44 Kaempfer 
wrote in 1691: 

Miaco [Kyoto] is the great magazine of all Japanese manufactures and 
commodities, and the chief mercantile town in the empire. There is scarce 
a house in this large capital where there is not something made or sold. Here 
they refine copper, coin money, print books, weave the richest stuffs with gold 
and silver flowers . . . . it is no wonder, that the manufactures of Miaco are 
become so famous throughout the empire.‘ 


These three cities formed the nuclei of a closely integrated 
trading area, interconnected by coastwise shipping lanes and the 
Tokaido road, crowded with pack trains of men and horses. 
Kaempfer wrote in 1691: 


Tokaido is upon some days more crowded, than the publick streets in 
any of the most populous towns in Europe. 


And again: 

The highways are an almost continued row of villages and boroughs: 
You scarce come out of one but you enter another; and you may travel 
many miles, as it were, in one street, without knowing it to be composed of 
many villages 


Shipping flourished principally along the southern seacoast 
between Yedo and the Inland Sea, since this route tapped the 
greatest centers of population. A shipping guild was organized as 
early as 1619 to transport merchandise between the ‘“Twenty- 
Four Guilds’ of Osaka and the ““Ten Guilds” of Yedo, which car- 
ried on a thriving trade.** Trade accelerated after the govern- 


4 Murdoch, ITT, 448. 43 Takekoshi, II, 245. 

# Ota Nampo, op. cit., VII, 13. 44 Takekoshi, II, 255-57. 

4s Engelbert Kaempfer, The History of Japan (1692; English trans. by J. G. 
Scheuchzer, Glasgow, 1906), III, 21. 

# Ibid., p. 330. 47 Ibid., p. 306. # Takizawa, pp. 54, 55- 
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ment doubled the maximum size of vessels about 1670.4? Soon 
afterward a system of marine insurance was established.*° Ac- 
cording to Kaempfer: 


It is scarce credible, how much trade and commerce is carried on between 
the several provinces and parts of the Empire! how busy and industrious 
the merchants are everywhere! how full their ports of ships! how many 
rich and flourishing towns up and down the Country!§* 


During the eighteenth century the southern seacoast gradually 
superseded the Tokaido as the main stem of intercity commerce. 

The improvement in trade and transportation stimulated the 
division of labor. Regional specialization began to take the place 
of economic self-sufficiency in the provinces. Yamagata Hoshu 
wrote in 1820: 

.... There are provinces that abound in rice, others in grains, others in 
cloth, and still others in paper and timber, and so forth. Thus most provinces 
have come to produce one or two kinds of goods in large quantities and do 
not make other things themselves; they send out their products into the cities 
and exchange them for other products they need. 


Specialization extended to great lengths in the trades. The 
builder of a house, for example, was required to deal with unions 
of carpenters, sawyers, painters, plumbers, roof-thatchers, brick- 
layers, plasterers, masons, and mat-layers,” a far cry from the 
simple methods of earlier days. There also arose a sharp distinc- 
tion between wholesalers, middlemen, and retailers, as well as 
between artisans and merchants.*? This division of labor greatly 
increased the complexity of the exchange of goods, money, and 
services. 

Organized exchanges were early established in Osaka and Yedo. 
A produce exchange was organized in Osaka by 1681, with a mem- 
bership of over thirteen hundred rice brokers and fifty money- 
changers.54 These brokers handled most of the tax-rice of the 
country, and speculated freely both in spot and futures trans- 


# Murdoch, ITi, rss. 

8° In 1694 (Takekoshi, III, 109). 

s* Kaempfer, ITI, 316. 

* Koji Rui-en (“A Collection of Historical Data’) (Tokyo, 1908), III, 490. 
53 Cf. Takizawa, pp. 57 f. 54 Takekoshi, II, 247. 
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actions. In 1730 a rice exchange was chartered in Yedo.’5 An- 
other important factor in the exchange of rice was the group of 
merchants engaged by the daimyo and samurai to handle and 
sell their income of rice. These dealers advanced money to the 
nobility on the security of future rice receipts, profiting both on 
the high interest rate (15 per cent was common**) and on tke sale 
of the rice. The nobility, because of their extravagance, sank into 
a slough of indebtedness,’? and, despite frequent repudiations, 
eventually became poorer, as a group, than their agents. 

Money exchanges were active in both cities, dealing at first in 
the numerous types of coin, and in the exchange between gold, 
which was standard in Yedo, and silver, the standard in Osaka 
and Kyoto. The money-exchange houses later began to deal in 
money orders, bills of exchange, deposits and loans, gradually 
evolving a diversified banking system.** This transition was well 
advanced by the Gembun era (1736-41), when there were in ac- 
tive circulation in Osaka bills of exchange, deposit currency, 
clearing-house notes, overdrafts, three-name commercial bills, 
‘promissory notes, and bills issued against warehouse receipts.*? 

The complexity of exchange led to the multiplication of busi- 
ness concerns, keener competition, and more highly developed 
forms of business structure. Under such conditions large-scale 
combinations developed rapidly, and became the dominant form 
of business organization in the eighteenth century. These com- 
binations resembled in form both the medieval guild and the mod- 
ern trust or cartel. Membership and privileges were bought, sold, 
or hypothecated much like the stock of modern corporations. 
The trust agreements aimed to regulate supply, fix prices, dis- 
courage competition, and unify business practices. Almost every 
field of business fell under their influence. In Osaka alone there 
were in 1784 one hundred different kinds of business organized in 
the form of cartels. “At this time,’ wrote Murdoch,®™ “the whole 


8s Takckoshi, II, 299. 

% Cf. Takekoshi, III, 71. 88 Takekoshi, III, 20. 

8? Cf. Takekoshi, III, chaps. xlv, xlvi. 89 Takekoshi, IIT, 49. 

6° Murdoch, III, 449. Cf. Takekoshi on the kabu system, Vol. III, chap. lvii. 
% TIT, 452. 
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trade of the five Tokugawa cities [Yedo, Osaka, Kyoto, Sakai, and 
Nagasaki] had passed into the hands of what were virtually 
trusts." The power of monopoly became so oppressive by 1842 
that the government passed an anti-trust law, dissolving a!! busi- 
ness combinations. The resulting confusion, however, led to the 
reinstatement of trust organization in 1851, so that their influ- 
ence was never effectually broken. 

The typical unit of business organization in the Tokugawa 
period was the family, a group embracing several households of 
common male descent, all operating as an economic unit under 
the leadership of a single member. The accumulating hereditary 
fortunes of a few families, kept intact by primogeniture, became 
the chief nuclei about which capitalistic institutions crystallized. 

The concentration of wealth was retarded by persecution and 
even confiscation on the part of the shogun and daimyo. As early 
as 1695 the Yodoya family, rice merchants of Osaka, had amassed 
such a fabulous fortune that their entire property was confiscated 
by the shogun Tsunayoshi.® Other leading merchants were ruined 
by the repudiation of their titled debtors. In 1789 the shogun 
canceled the immense debt, more than five years overdue, which 
his samurai owed their rice brokers.°* The nobility could default 
with impunity, but merchants who could not meet payments were 
often executed.®’ Strangely enough, however, the government 
levied no heavy taxes on the business classes, though the farming 
class groaned under a tax of 40 or 50 per cent on its gross income. 
The leading commercial families not only survived repudiation 
and confiscation, but by the end of the eighteenth century man- 
aged to amass a large part of the movable wealth of the Empire, 
completely dominating the agricultural and noble classes. 

The Tokugawa period, then, was characterized at first by a 
system of feudalism based upon a rice economy. During this 
peaceful period, however, there evolved in the growing cities a 


®@ Takizawa, p. 65. 6s Takekoshi, ITI, 77. 
*’ Takekoshi, II, 252, 359. 6s Takekoshi, IT, 262. 


® Honda Rimei made the startling statement in Keisai Hisaku (‘A Secret Book 
on Statesmanship”’) (1789-1800) that capitalist merchants possessed fifteen-six- 
teenths of the country’s wealth. 
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money economy and a development of trade so extensive and 
complex as to presage the appearance of business cycles. The 
type of fluctuations characteristic of these two economies will be 
discussed in the next section. 


C. ECONOMIC FLUCTUATIONS 
I. NONCYCLICAL FACTORS, DOMINANT UNTIL 1789 


The most noted sources of economic fluctuations in the Toku- 
gawa period were those irregular “disturbing causes,” having 
their origin outside the field of business. The principal disturb- 
ances, ranked roughly in order of their importance, were: (a) 
famines, with their antecedent disorders of nature; (0) acts of 
government, such as currency debasement, price fixing, and re- 
strictive legislation; (c) disasters primarily affecting cities, par- 
ticularly fires, earthquakes, and epidemics. 

a) Famines.—Famines resulted from failures of the rice crop 
due to typhoons, floods, heavy rains, drought, excessive heat or 
cold, volcanic eruptions, or insect plagues. The sensitivity of 
rice to extreme weather conditions resulted in frequent dearths, 
often accentuated by the inability of local famine sufferers to im- 
port rice because of transportation difficulties or the lack of the 
necessary money savings. Ripening rice was often ruined by the 
typhoons of August and September. Those of 1664, 1708, 1718, 
1773, and 1774 wreaked untold damage. Disastrous floods oc- 
curred in 1708, 1758, 1783, and 1786. Extremes in rainfall and 
temperature diminished regional yields almost every year. Since 
rice is grown in flooded fields, it is surprising to find more records 
of failures due to heavy rains than to drought. The eruptions of 
Mount Fuji in 1649 and 1707, and that of Mount Asama in 1783, 
not only took a high toll of lives but laid waste great areas of rice 
fields. Insect plagues ravaged the standing grain occasionally. 
Their depredations in 1731 alone brought death by starvation to 


6 Takizawa, pp. 64, 140; Droppers, p. 267; Murdoch, III, 213, 346; Brinkley, p. 
614. 

6 Takekoshi, II, 215; Droppers, pp. 267, 269; Murdoch, III, 213, 397. 

% Takekoshi, II, 215; III, 132; Droppers, p. 267; Murdoch, III, 212, 394-96; 
Brinkley, p. 604. 























BUSINESS CYCLES IN JAPAN BEFORE 1853 667 


over a million human beings.”° The most destructive famines re- 
sulting from these disorders swept the country in 1663, 1702, 
1710, 1718, 1721, 1732, 1735, 1749, 1757, 1780, 1783, 1785, 1787, 
1825, and 1836." The epoch 1780-87 witnessed almost continuous 
famine, with millions of deaths.” 

Famines had quite different effects on the various classes of 
society. The peasants, burdened by fixed taxes, starved or 
abandoned their farms and flocked to the cities, destitute and 
riotous. The working classes of the cities were oppressed by the 
higher cost of food, slack trade due to lower farm purchasing 
power, and the competition of the unemployed in the labor mar-* 
ket. The nobility appropriated the lion’s share of the harvest in 
lean years, since the tax rate was based on a five- or ten-year 
average yield, rather than on the current yield. Their tax-rice now 
commanded a high money price in the market and a greater real 
purchasing power in goods other than food. This gain was often 
transferred to crafty rice brokers, who bought rice futures from 
the needy nobles early in the season and held them for an ad- 
vance in price. The merchant classes in general profited from the 
inflation of prices and the concomitant opportunities for specula- 
tion which accompanied famines. 

It is significant that famines were reported more frequently 
in the eighteenth century than in either the seventeenth cr nine- 
teenth centuries. In the seventeenth century the population was 
recovering both in numbers and in rice production from the devas- 
tating effects of sixteenth-century wars and had not yet reached 
the maximum subsistence level which oppressed it during the 
eighteenth century. The infrequency of famines after 1787 may 
have been due to chance, if fewer natural calamities occurred, or 
if these disasters failed to strike in the season most critical for the 
rice crop. It seems more likely, however, that the effect of local 


7 The registered population declined 1,239,606 between 1732 and 1744, accord- 
ing to Droppers (p. 274), but dropped only 768,366, according to Eijiro Honjo, as 
quoted above. See also Droppers, p. 266; Takizawa, p. 43; Murdoch, III, 348. 

™ Takekoshi, II, 248; III, 129; Droppers, pp. 264-74; Murdoch, III, 346-48, 
375 397, 435, 446, 454; Brinkley, pp. 623, 66r. 

” The non-samurai population declined 1,119,159 between 1780 and 1792 (see 
Droppers, pp. 262, 275). 
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crop failures was mitigated by the improved methods of shipping 
and distributing rice, facilitated by the growing use of money both 
as a medium of exchange and as a backlog of savings. Fewer peo- 
ple were now dependent directly on the rice harvest. Nakazawa 
reported seventeen famines in the century prior to 1787, and only 
three between 1788 and 1853. Droppers’ classification of famines” 
shows a similar but less marked decline in frequency. For the 
century from 1690 to 1790, he recorded an average of 1.5 famines 
per decade, including 0.9 severe cases; while for the period from 
1790 to 1853 he recorded o.9 famines per decade, including only 
0.3 severe cases. Neither mentioned any famine occurring after 
1836. 

The Tokugawa period would seem to offer a valuable testing 
ground for the theories of those meteorological economists, such 
as W. Stanley Jevons, H. S. Jevons, Henry L. Moore, Axel F. 
Enstrém, and Ellsworth Huntington, who have correlated weather 
cycles with crop yields and business. These men and others have 
demonstrated cyclical oscillations of small amplitude in tempera- 
ture, pressure, rainfall, and storminess (isobar intervals). The 
period under review embraces the 253-year experience of a popu- 
lous country, largely dependent on a single crop, and singularly 
free from the disturbing influences of war, civil disorder, foreign 
commerce, plagues, or government instability. Unfortunately, 
the writer was able to find no evidence of periodicity in tempera- 
ture or rainfall extremes, typhoons, or famines, in the limited 
materials available. In particular, there was no apparent correla- 
tion between these events and the sunspot cycle.” 

This irregularity may be ascribed to any of five circumstances: 

1. The absence of meteorological records; the authorities hav- 
ing been quite free from any statistical curiosity. 

2. Weather extremes of short duration, such as floods or 
droughts, are not contined to cyclical periods of high average 
rainfall or temperature. 

3. History mentions only those extreme weather conditions 


73 P. 26s. 
™ Wolf’s sunspot epochs were used. (Royal Astronomical Society Memoirs 
[1875-77] XLIII, 199.) 
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which occurred at a critical time and place. For example, though 
typhoons may have occurred most frequently in years of maxi- 
mum storminess, only those storms were recorded which swept 
the rice regions about the critical 210th day of the season, or 
which happened to strike the small target offered by a city. 

4. Japanese weather conditions are strongly influenced by local 
peculiarities, chief of which are its mountainous nature and the 
conflict between southwest monsoons and Pacific winds. 

5. Famines were irregular because of the very multiplicity of 
originating causes, irrespective of their individual periodicity. 
The pressure of population itself did not regularize famines ap- 
preciably, because of the prevalence of preventive checks. 

The evidence of irregularity in weather conditions, however, 
is far from conclusive. The search for periodicity in contemporary 
records relating to weather conditions offers an interesting prob- 
lem in meteorology. 

b) Acts of government.—The influence of government was a 
dominant force which shaped the general pattern of fluctuations 
in the Tokugawa period. Most important was the general system 
of feudalism which aimed to preserve the status quo, limiting 
movement of all kinds and opposing innovation. The spirit of 
this system was crystallized by the “Legacy of Iyeyasu,’’’> a docu- 
ment of one hundred commandments, which established a model 
of governmental conduct. 

Among the specific acts of the shogun’s government, or bakufu, 
manipulation of the coinage produced the most far-reaching ef- 
fects. The currency standard was bimetallic, based on gold and 
silver coins exchangeable at a prescribed rate, and subsidiary 
copper. As noted before, neither paper money nor any bonded in- 
debtedness was issued by the central government. The bakufu’s 
revenues were relatively fixed, being derived largely from the 
Tokugawa fiefs rather than from taxation of the country at large, 
while its expenditures continually tended to rise. As a result, it 
resorted repeatedly to coinage devaluation. On several occasions, 

*s Attributed to Iyeyasu, this document was probably written after his death in 


1616. An English translation by J. F. Lowder, published in 1874, is reprinted in 
Murdoch, III, 796-814. 
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too, excessive debasement was followed by an improvement in the 
quality of coins. Yosoburo Takekoshi describes in The Economic 
Aspects of the History of the Civilization of Japan the complicated 
alterations of the weight and fineness of the numerous coins in 
circulation, which involved corresponding changes in the official 
rates of exchange among gold, silver, and copper. 

Currency debasement was usually accompanied by an increase 
in the face value of money in circulation. The resulting inflation 
of prices benefited debtors at the expense of creditors. The peas- 
ants and nobility gained both as debtors and as sellers of rice, the 
money value of which responded more sensitively to inflation than 
did most consumers’ goods. The masses of people in the cities 
suffered, however, because of the lower purchasing power of their 
money income. Speculative merchants, particularly the money 
changers, profited, while capitalists suffered from the deteriora- 
tion of their assets. Many of these currency booms must have 
been followed by disastrous deflations. 

The government frequently attempted to control the prices of 
rice and other necessities. Several shogun (notably Yoshimune, 
1716-45) and daimyo also attempted to regulate the supply of 
rice by storing it in good years as insurance against famine. These 
measures tended to stabilize the fluctuations of those economic 
processes which depended upon the rice market. Price-fixing 
ordinances unsupported by government buying or selling, on the 
other hand, seem to have had but little effect. 

\ The governing classes struck directly at business in their con- 
fiscation of wealth and repudiation of debt. The sporadic waves 
of confiscation and repudiation precipitated business depressions, 
as the loss of capital and credits led business men to fear new en- 
croachments, and to withdraw capital from active trade into 
secret hoards. Nevertheless, the wealth commandeered by the 
nobility soon returned to the merchant class via the rice brokers 
and the purveyors of luxury goods. 

The bakufu frequently altered the course of business with its 
detailed edicts regulating domestic and foreign trade, licensing 
guilds, curbing speculation, and preserving vested rights. These 
edicts were often more sensitive to the amount of “thank- 
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money”’”* offered by interested parties than to the economic prin- 
ciples involved. An extreme case of governmental interference is 
afforded by the shogun Tsunayoshi, born in the “Year of the 
Dog,”’ who forbade the killing of dogs or all sorts of other animals 
and birds between 1688 and 1708. According to Takekoshi,’’ 
“Life in Edo [Yedo] was like that in a mourning period,” as a 
result of the depredations of uncurbed pests. Government regula- 
tion of business weakened during the last half of the Tokugawa 
regime. After the time of Yoshimune the shogun either lost inter- 
est in trade regulation or found the growing power of the business 
classes increasingly difficult to control. 

c) Urban Disturbances.—Famines and their physical causes— 
such as extremes of temperature and precipitation, typhoons, 
floods, insect plagues, or volcanic eruptions—affected primarily 
the farm population, and there set up secondary waves of dis- 
turbance which radiated to the other classes of society. Acts of 
government touched all classes; the manipulation of currency and 
regulation of prices being of interest both to those with money 
incomes and to those with rice incomes partly exchangeable into 
money. A third set of disturbances was particularly destructive 
to the cities, usually spreading neither to other cities nor to the 
country districts. Chief among these were fires, earthquakes, and 
epidemics. 

Fires have wrought more havoc in Japan than in perhaps any 
other country. The tinder-like construction of the houses, with 
their latticework frames, paper windows, and thatched roofs; the 
use of open braziers for cooking and heating; the overcrowding in 
cities; and the lack of effective fire-fighting equipment—all have 
resulted in repeated conflagrations. Yedo was partly destroyed 
by fire in 1656, 1657, 1668, 1703, 1720, 1721, 1745, 1746, 1757, 
1760, 1771, 1772, 1783, and 1786,” an average of one major fire 
every nine years. Other cities suffered in proportion to their size. 

%® Nominally a gift, but actually a tax, “thank-money” was a form of bribery 
countenanced by custom, like the “‘honest graft’? of American city politics. 

7 II, 202-6. 


% Takekoshi, II, 214, 218; III, 128; Takizawa, p. 140; Droppers, pp. 266, 268- 
69; Murdoch, IIT, 82-86, 90, 211, 346, 376; Brinkley, pp. 586-614. 
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Each fire disorganized business activities momentarily, but the 
following boom in building brought prosperity to the artisans if 
not to the householders. The aggregate loss of property in fires 
must have proved a heavy drag to the accumulation of material 
wealth. 

Japan has also suffered frequently from earthquakes, because 
of its faulted substrata, particularly along the populous south 
coast where the largest cities are situated. Earthquakes not only 
brought sudden destruction to life and property directly, but also 
actuated tidal waves and spread fires from overturned braziers 
and disrupted water supply lines. These quakes varied in force 
from the slight tremors of daily occurrence to the cataclysms of 
1596, 1662, 1703, 1708, 1793, and 1854.”° The effect of earth- 
quakes on trade was typically the same as that of a fire, a war, or 
other devastation of property: first, a temporary paralysis, then 
a building boom leading to inflation, and finally a secondary de- 
pression of greater duration. 

Epidemics fostered by the lack of hygiene and dearth of medi- 
cal knowledge swept the cities and highroad towns occasionally, 
but seldom penetrated the rural districts. The only really disas- 
trous epidemics were those of 1737 and 1773.°° The catastrophic 
plagues that ravaged China, India, and medieval Europe were 
quite unknown in Japan. 

d) Contrast between Japanese and English crises —The eco- 
nomic crises of old Japan offer an interesting contrast to those of 
contemporary England, a country of strikingly similar geographi- 
cal features. English fluctuations are described in William R. 
Scott’s exhaustive study of crises from 1558 to 1720,** and in 
Bouniatian’s similar survey for the period 1640 to 1840." 

In assigning the causes of crises from 1603 (the date of the first 


79 Takekoshi, II, 214-15; Murdoch, III, 211-12, 395, 610; Brinkley, pp. 518, 
591, 604. 

8 Droppers, pp. 266-67; Takekoshi, III, 128. 

% The Cozstitution and Finance of English, Scottish and Irish Joint-Stock Com- 
panies to 1720 (Cambridge, 1912), I, 465-67. 

Mentor Bouniatian, Geschichte der Handelskrisen in England, 1640-1840 
(Munich, 1908). 
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English crisis contemporary with the Tokugawa period) to 1720, 
Dr. Scott mentions foreign wars nine times, acts of government 
eight times, plagues six times, civil insurrections four times, fam- 
ines three times, foreign trade disorders twice, bank failures 
twice, fire once, and speculation once. A single cycle was often 
ascribed to several causes. 

For the period 1720 to 1789, Bouniatian stresses foreign and 
civil wars as the chief disturbing factors in business Only one 
crisis of nonmilitary origin is assigned major importance—the 
one following the overspeculation and bank failures of 1772. How- 
ever, recessions of secondary importance are not included in this 
study. The industrial crisis of 1793, according to Bouniatian,** 
ushered in the first general business depression of modern char- 
acter. 

England, then, suffered most of its shocks from foreign and 
civil wars, acts of government, and plagues. Japan escaped both 
foreign and civil wars, as well as plagues, because of its isolation 
and its strong central government. Both countries suffered fre- 
quently from the machinations of their autocratic rulers. Japan 
was more susceptible to famine, because of her greater density of 
population, her dependence on a single crop, the sensitivity of 
that crop to damage, and the inability to import food. Fires, too, 
were more frequent than in England, because of the flimsy house 
construction and large size of Japanese cities. Furthermore, 
Japan suffered from the earthquakes, volcanic eruptions, and ty- 
phoons peculiar to her location. Balancing warfare and plague 
against the intensification of famines due to lack of food imports, 
Japan’s isolationism seems to have had the stabilizing effect of 
insulating the country against more shocks than it engendered. 
This advantage, however, could not counterbalance the defer- 
ment of progress which awaited the free exchange of foreign 
ideas. 

The crises occurring in both countries before the 1790’s were 
decidedly irregular in timing. Table 2 shows the frequency of 
Japanese intercrisis periods (measuring from the beginning dates 
of crises) between 1600 and 1789, together with Scott’s corre- 

83 Ibid., p. 171. 








| 


674 WILLIAM A. SPURR 


sponding figures for England from 1600 to 1720.** Comparable 
English data after 1720 are not available. Bouniatian’s seven 
major crises between 1720 and 1793 were separated by intervals 
of five, six, nine, ten, eighteen, and twenty-five years. 

The distributions given in Table 2 show no central tendency 
which might indicate a regular recurrence of crises. It is true that 
the unspectacular intercrisis movements originating within the 
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sphere of business have been largely ignored by historians, and 
that no adequate statistical records are extant for either country. 
Nevertheless, the dominance of random factors, their irregularity 
of timing, and the undeveloped character of business institutions 
during most of this period supports the a priori conclusion that 
business cycles of the modern type were not then in existence. 


2. THE APPEARANCE OF BUSINESS CYCLES AFTER 1789 


As the business organization of a country evolves from the sim- 
ple to the complex, internal strains are set up which induce a 


84 Japanese crisis dates have been compiled from the annals of Nakazawa, Take- 
koshi, Takizawa, Murdoch, Brinkley, and Droppers. The dates for both countries 
are uncertain, having been selected arbitrarily from incomplete data. 
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vibratory movement of several years’ period, occurring with rough 
simultaneity in most business processes. These alternations of 
prosperity and depression are called ‘“‘business cycles” in the 
United States, “trade cycles’ in England, and “‘Konjunkturen” 
in Germany. Every economically advanced country has experi- 
enced this rough regularity in the sequence of good and bad times. 

There is considerable reason to believe that business cycles ap- 
peared in Japan about 1790, some sixty-three years before the 
landing of Perry. To wit: 

a) The business economy, with its extensive use of money and 
capitalistic institutions, was well developed by 1790. Its condi- 
tion was comparable to that of contemporary England, which was 
then beginning to experience business cycles. 

b) Noncyclical factors, which formerly had dominated busi- 
ness fluctuations, receded into the background after 1789. 

c) Two important statistical series suggest a regular cyclical 
movement beginning with a depression in 1790: (1) a “general 
business index’”’—the money revenues of the Shogunate; (2) the 
price of rice, adjusted for changes in the value of currency. 

a) Maturity of the business economy in 1790.—The use of money 
had reached an advanced stage of development by 1750. Circula- 
tion of coins was stimulated in the early 1600’s by the discovery 
of mines, and by the establishment of a strong central government, 
which maintained peace, thwarted banditry, and unified the cur- 
rency system. Money soon became the dominant medium of ex- 
change in the growing cities, and permeated the rural regions more 
gradually as feudal dues were commuted from rice to payment 
in coins. Credit instruments of all kinds were devised, and com- 
pounded into a complex banking system in Osaka, Yedo, and 
Kyoto. Takekoshi’s description*s of credit and banking in Osaka 
during the Gembun era (1736-41) reveals a surprisingly advanced 
and complex financial organization. 

Capitalism, too, was well developed by 1750. The cities had 
become great centers of distribution, interconnected by heavily 
trafficked channels of trade. Regional self-sufficiency had begun 
to yield to economic specialization. The division of labor pro- 

§s IIT, 40. 
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ceeded horizontally, as among the various operations of one trade; 
and vertically, as among the manufacturer, middleman, whole- 
saler, and retailer. This specialization brought a great expansion 
in the exchange mechanism for goods, services, and money. Or- 
ganized exchanges flourished. Immense fortunes were accumu- 
lated early in the ~ ghteenth century by a few powerful families, 
who assumed the leadership of the business system and sapped the 
power of the landed nobility. The family corporations themselves 
were integrated by elaborate cartel agreements. The large-scale 
business enterprise had become by 1790 the dominant unit in the 
organization for making money. 

The institutions of feudalism disappeared almost entirely in 
the cities during the eighteenth century, and persisted only in the 
waning strongholds of peasant villages and manorial castles. In 
the villages money partly displaced rice both as few] dues and 
in trade with the cities. Furthermore, much land was abandoned 
during the famine periods between 1702 and 1787 because of 
oppressive taxes, and millions of peasants starved or emigrated 
to the cities. The lords of the manor often became indigent and 
indolent, because of the extravagance and demoralization of the 
times, or sacrificed prestige to join the struggle for wealth. The 
Shogunate fought a losing battle with its budget, and with the 
influence of the rising business classes. The century following 
1750 witnessed a curious juxtaposition of a modern business econ- 
omy in the large cities, shading off into the medieval feudalism of 
the remoter villages. Only the national respect for tradition pre- 
served the empty shell of feudalism so long after its essence had 
vanished. 

The premise that the economic organization of Japan was suffi- 
ciently advanced by 1790 to produce business cycles may be tested 
by comparing its stage of development with that of its European 
counterpart—contemporary England. As already noted, Bounia- 
tian claimed that business cycles of modern character first ap- 
peared in England after the crisis of 1793.°° Wesley C. Mitchell 
does not assign a date for the first appearance of a phenomenon 
which evolved so gradually, but begins his detailed study of Eng- 


* Bouniatian, of. cit., p. 171. 
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lish business cycles with the depression of 1794, which followed 
this same crisis.*” Thorp describes the course of business after 
1790 increasingly in terms of internal factors, although crop con- 
ditions and foreign wars continue to occupy a prominent place in 
his chronicle.** As a working hypothesis, then, business cycles 
may be said to have appeared in England during the 1790’s. If 
the development of the money economy in Japan at this time 
were comparable to that of England, business cycles might reason- 
ably be expected to have appeared in the former country as well 
as the latter. 

Economic organization extended over a larger population in 
Japan than in England. The total population of Japan in 1790 
was two and a half times that of England, which numbered about 
8,000,000." The urban population of Japan was also the greater 
of the two. Yedo numbered two or three times the 800,000 resi- 
dents of London,®® and England possessed no second or third city 
to compare with the metropolises of Osaka and Kyoto. As a trad- 
ing center, however, London enjoyed a pre-eminent position in 
foreign commerce, which the Japanese cities lacked, and which 
compensated for its more limited domestic trading area. It is also 
likely that regional specialization was further advanced in Eng- 
land than in Japan. Transportation, which facilitated the central- 
ization of commerce, was about equally developed. Japan’s high- 
way and canal building perhaps preceded that of England, in 
which “The first ordinary roads deserving the nam.e of highways 
were made in 1660, and canal building began in the middle of the 
following century.”** The steamboat appeared only in 1807 and 
the railroad in 1825. 

87 Wesley C. Mitchell and Arthur F. Burns, unpublished manuscript, National 
Bureau of Economic Research. 

88 Willard L. Thorp, Business Annals, chap. ii. 

89 The population of England and Wales was estimated at 6,400,000 in :750 and 
enumerated at 8,892,536 in the first census of March 10, 1801 (Encyclopaedia 
Britannica [oth ed., 1890], article on “England,” pp. 219-20). 

% London’s population approximated 600,000 in 1750 and was listed at 864,035 
in 1801. (Jbid., article on ‘‘London.”’) 

% Tbid., article on ‘‘England,”’ p. 236. Murdoch wrote: “The great highways 
were then [1600] far better in Japan than they were in the most advanced countries 
of the West” (III, 153). 
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While large-scale enterprise was prominent in both countries, 
neither had yet adopted the modern form of corporate organiza- 
tion. The typical business unit in Japan was the family, and in 
England the entrepreneur-manager. British economists of the 
period—from Adam Smith to Ricardo—tregarded the nascent 
joint-stock company as an ephemeral form of organization not 
applicable to most forms of business. 

It is significant that both economies were in a state of “early”’ 
capitalism which preceded what Sombart called the “‘high’’ capi- 
talism following the Industrial Revolution.” Business cycles ap- 
peared in England several decades before the impact of the great 
inventions was felt.*? Thus, while the machine age may have ag- 
gravated cyclical fluctuations, and certainly modified their form, 
it was not a necessary condition to their inception. 

Other conditions necessary for the appearance of business 
cycles existed in both countries—the thorough penetration of 
money economy in urban areas, the development of a price sys- 
tem, the division of labor, the abatement of noncyclical factors, 
the concentration of wealth and power in the hands of business 
men, and the dominance of large-scale enterprise in the business 
world. The salient features of the two economies suggest, there- 
fore, a comparability of development. Hence, the presumption 
that business cycles may have appeared in Japan during the late 
1700's appears reasonable. It was only after the transformation 
of England by the Industrial Revolution that the discrepancy in 
the economic progress of the two countries became marked. 

b) Abatement of noncyclical factors after 1789.—F amines, natural 
catastrophes, and acts of government dominated the fortunes of 
business during most of the eighteenth century, despite the grow- 
ing internal forces of the business economy. After the famine of 
1787 and the government’s repudiation of samurai debt in 1789, 


% Werner Sombart, Der moderne Kapitalismus (1902), passim. 

93 Wesley C. Mitchell, Business Cycles: The Problem and Its Setting (New York, 
1927), p. 72. Economic historians have usually dated the beginning of the Indus- 
trial Revolution in 1750, after which time new inventions began to appear fre- 
quently. The resulting revolution of economic institutions, however, did not cul- 
minate until the nineteenth century was well advanced. 
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however, the noncyclical disturbances affecting business receded 
perceptibly into the background. 

The eighty years between 1788 and 1868 witnessed only two 
major famines: those of 1825 and 1836. The decline in the num- 
ber of minor famines reported by Droppers between 1790 and 
1836, and their complete absence thereafter, has already been 
cited. The natural forces which menaced crops—such as ty- 
phoons, floods, droughts, insect plagues, and volcanic eruptions— 
seemed to diminish in frequency, or at least to strike in more op- 
portune season. Improved methods of distribution tended to re- 
lieve local shortage. The decline of the rice economy with the rise 
of cities and the use of money further tended to mitigate the ef- 
fects of famines. Whatever its cause, the rarity of famines after 
1787 removed in part the chief disturbance of the business equi- 
librium. a 

The acts of government were not particularly disruptive after 
1789, except for currency debasements, until the treaty with Perry 
aroused widespread unrest in 1854. Restrictive legislation became 
less onerous under the influence of the “‘thank-money” of power- 
ful business interests. The outright confiscation of wealth be- 
came inexpedient for the same reason, while the caution of lenders 
discouraged repudiation by the nobility. The currency was kept 
intact from 1788% until 1819, but thereafter successive devalua- 
tions subjected the price structure to a series of shocks. The finan- 
cial debility of the government in the early nineteenth century 
further weakened its influence over business. “Before it fell politi- 
cally,” writes Takekoshi®s “the Tokugawa Shogunate had become 
bankrupt or invalid financially.” 

The business disturbances originating in fires, earthquakes, 
and epidemics, which primarily afflicted the cities, waned per- 
ceptibly in the latter part of the Tokugawa period. Conflagrations 
became rare, as the cities built broad streets for firebreaks, re- 
placed thatch roofs with tile, and improved fire-fighting equip- 
ment after each fire. Between 1793 and 1854 severe earthquakes 
were infrequent. Epidemics of smallpox and measles reached no 


Cf. Takekoshi, IIT, 150. 9 IT, 349. 
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great proportions. In general this era was relatively free from 
urban disaster. 

Between 1789 and the civil unrest of 1854, then, the only major 
noncyclical disturbances of business arose from the earthquake 
of 1793, the currency debasements following 1819, and the fam- 
ines of 1825 and 1836. Warfare and civil disorder, which so dis- 
turbed contemporary English business, were notably absent. 

c) Statistical evidence of business cycles after 1790.—Two of the 
most important measures of business activity—the money rev- 
enues of the government and the price of rice—are available in 
annual form for the greater part of the Tokugawa period. These 
series, as described below, both show a definite cyclical move- 
ment, beginning with a depression in 1790. 

1. A “general business index,” 1722-1836.—A rough index of 
general business activity for 115 consecutive years is afforded by 
the total money revenues of the government, omitting feudal dues 
received from agricultural lands. The income of the state was 
divided into two distinct parts: one receivable in rice, and one in 
money. The rice revenues were derived almost entirely from the 
peasants of the Tokugawa fiefs. The annual production of rice 
in these domains approximated 4,400,000 koku, of which the sho- 
gun received an average of 37 per cent between 1722 and 1836.%” 
The government’s rice receipts fluctuated, therefore, with the rice 
yield in the Tokugawa territories, though with much smaller 
amplitude, and bore little relation either to the price of rice or to 
other business factors. 

The government’s money income was derived in small part 
from the peasants of the Tokugawa lands, and in large part from 
taxes levied on a great variety of business enterprises. The rev- 
enue received from peasants represented a minor fraction of the 
dues levied on the rice crop, together with the whole assessment on 
upland crops, such as wheat, barley, rye, beans, and tea. These 
receipts varied accordingly with the yield of all the taxable crops 


% Government revenues and expenditures, both in rice and in money, are tabu- 
lated by Takekoshi, II, 313-20, 330-37, 347. 

97 The shogun’s theoretical share, however, was 40 per cent up to 1716 or 1720, 
and 50 per cent thereafter, according to Takekoshi, IT, 305, 312. 
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in proportion to their cultivation and assessed value in the bakufu 
domains. The amounts, in ryo of gold, are available from 1716 to 
1841. 

The money revenues drawn from business and from miscellane- 
ous sources other than peasant dues make up the “general business 
index”’ referred to above. It may be noted, however, that the 
total revenues fluctuated in almost exactly the same pattern, 
whether peasant dues were included or not, since the latter com- 
prised only 2 to 15 per cent of the total, and were relatively stable 
in amount. The index may be said to be made up of eight com-: 
ponents, the first three representing trade, the fourth industry, 
the fifth real estate, the next two assessments on Tokugawa sub- 
jects, and the eighth gifts. The eight sources of revenue were: 

1. Foreign trade at Nagasaki. 

2. Domestic trade, including river, canal, and coastwise ship- 
ping, loading and forwarding, and wagon and palanquin licenses. 

3. Distribution of goods, particularly the taxes on ten whole- 
salers’ cartels in both Yedo and Osaka, and on the za monopolies 
in gold, silver, copper, bronze, iron, brass, cinnabar, ginseng, 
camphor, etc. A general tax was levied on all commercial and in- 
dustrial concerns. Retail trade in fuel, fish, oil, clothes, and sun- 
dries was also taxed. 

4. Production of minerals, livestock, and wine; together with 
fishing and whaling. 

5. Urban land taxes, fixed according to the class of house and 
its street frontage. 

6. Taxes on the hatamoto samurai, direct retainers of the Sho- 
gunate, in commutation of their traditional civil engineering 
duties. 

7. Fees collected from Tokugawa peasants for the upkeep of 
palanquin bearers, traveling officials, and warehouses. 

8. Gifts, received from the daimyo and other lords on every con- 
ceivable occasion. 

The exact yield of these several taxes is not known. Neverthe- 
less, it seems clear from Takekoshi’s estimates” that the index is 
weighted heavily by river and seacoast navigation, and by the 

TT, 313-18. 
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movement of goods from producer to retailer. The area which 
yielded these revenues included all the great commercial centers 
in which the business economy was most advanced—Yedo, Osaka, 
Kyoto, Sakai, Nagasaki, and their environs—since all were under 
the direct suzerainty of the shogun. Only a small part of the rev- 
enue in this category was drawn from agricultural sources. The 
index contains a price factor, since assessments were adjusted to 
the value of the goods taxed. Devaluations of the currency, un- 
fortunately, were clearly reflected. The taxes were usually levied 
in the form of annual dues, fixed according to the size of enter- 
prise, rather than proportioned directly to current income or to 
the volume of business. The number of taxpayers able to meet 
their dues varied with the activity of trade, however, so that the 
total revenue fluctuated widely from year to year. Such items as 
tolls and the profits of the shogun’s mines varied even more sensi- 
tively. Gifts from feudal lords bore little relation to business ac- 
tivity, but formed only a small part of the total receipts. The 
tax regulations were often altered during the 115 years covered, 
but the vigorous short-term cyclical movements are not believed 
to have been obscured because of the great variety of sources rep- 
resented. Since the taxes were devised primarily to produce rev- 
enue, the collections reflected the prosperity of the industry 
taxed, together with its relative importance in the business con- 
tinuum. Hence, the total revenue may be regarded as a very 
rough value index of business activity. 

This index should theoretically lag about one year behind 
movements in business, since taxes levied on one year’s operations 
were payable the following year. This lag is borne out by a posi- 
tive correlation existing between this series retarded one year, and 
the price of rice, which then dominated the general price struc- 
ture. The dates below, therefore, refer to business conditions of 
the preceding year. 

The money revenues of the government fluctuated irregularly 
between 1722 and 1791 in response to the noncyclical forces which 
then dominated the national economy. The variations after 1791 


%” Takekoshi, II, 312. 
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suggest a more cyclical pattern, distorted after 1819 by currency 
devaluations. The number of years intervening between succes- 
sive minima is shown in Table 3 for these two periods in the form 
of a frequency distribution table. For comparison with the later 
period the last column shows the corresponding frequency of 
troughs in contemporary English business activity,’®® which is be- 
lieved to have exhibited business cycles of the modern type. 


TABLE 3 


PERIODICITY OF BUSINESS DEPRESSIONS 
BEFORE AND AFTER 1791 
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The cyclical periods for both Japan in 1791-1834 and England 
in 1794-1837 show a well-marked concentration at three and four 
years. Both distributions are skewed positively. Japanese 
troughs before 1791, however, show little regularity in recurrence. 
Their distribution lacks central tendency, and resembles a ran- 
dom scatter more closely than it does the other distributions. A 
comparison of intervals between peaks, rather than troughs, re- 
veals similar characteristics. 

The six cycles discernible in government money revenues be- 
tween 1791 and 1815—a period of stable currency—were more 
uniform both in duration and in amplitude than the four cycles 

7° Turning points of English business are taken from an unpublished manu- 


script by Wesley C. Mitchell and Arthur F. Burns of the National Bureau of 
Economic Research. 
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of the inflation period 1815-34.'* The cyclical patterns of these 
two periods are contrasted in Table 4. 

Taxable business activity, therefore, oscillated cyclically from 
1791 to 1815, and thereafter showed some regularity in duration 
if not in amplitude. The long cycle from 1815 to 1822 suggests 
graphically the joining of a four- and a three-year cycle with a 


TABLE 4 


DURATION AND AMPLITUDE OF CYCLES IN 
GOVERNMENT REVENUES, 1791-1834 
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common trough in 1819, obscured by the currency devaluation of 
that year. Unfortunately, this series terminated in 1836. Another 
index, extending from 1832 to 1842, was derived from a different 
measure of the government’s gold revenue, less its annual recoin- 
age profit." This series shows one well-defined cycle extending 
from a depression in 1835 (rather than 1834, as before) through a 
peak in 1838 to a terminal trough in 1841. The record does not 


101 The coinage was debased in 1819, 1824, 1828, and 1832. 
102 The basic figures were taken from Takekoshi, II, 336. 
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extend beyond 1842, as the financial decay of the Shogunate was 
then well advanced. 

2. The price of rice, adjusted for changes in the value of currency, 
1622-1867.—The price of rice was the most important single in- 
dex of business conditions during the Tokugawa period. This 
cereal was at once the principal item of production, transporta- 
tion, consumption, and speculation, as well as a widely used medi- 
um of exchange. Its price was a controlling factor in distributing 
the national income among the various classes of society, and con- 
sequently in determining the profit margin of business enterprise. 
Rice quotations thus influenced strongly the whole price level, 
which itself ordinarily reflects accurately the general state of 
trade. This series, therefore, should show a much higher positive 
correlation with business activity than in the case of any agricul- 
tural crop in Europe or America. 

The price of rice has been compiled annually for the entire 
Tokugawa period by Benjiro Nakazawa’ in terms of both gold 
and silver coins. In addition, these data have been corrected for 
the alterations made by the government in the value of the cur- 
rency itself. The resulting series is expressed in terms of modern 
pre-1931 yen of uniform gold value, per koku of rice. It therefore 
discounts the erratic swings ascribable to inflation rather than to 
changes in underlying business activity. 

The price of rice fluctuated irregularly during most of the Toku- 
gawa period, but assumed a more cyclical course after 1790, as in 
the case of the Shugunate’s money revenues. Table 5 shows the 
frequency of the intervals between successive troughs before and 
after 1790. 

The thirty-four waves prior to 1790 show little uniformity, or 
central tendency, in their duration. After 1790, however, there 
is a definite concentration at three and four years, with small dis- 
persion and a positive skew. The average duration of 3.6 years 
compares with 4.3 years for the shorter series of Shogunate rev- 
enues (1791-1834), which was distorted by two long cycles in the 
inflation period 1815-28. The average deviation is also smaller in 


3 Nakazawa, op. cit. 
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the case of the adjusted price of rice. The periodicity of peaks is 
similar to that of troughs. 

The amplitude of price swings after 1790 became smaller than 
before, and more uniform. The series was little affected by the in- 
flations following 1819, thanks to its correction for changes in the 
value of currency. The only erratic disturbances in its pattern 


TABLE 5 


PERIODICITY OF TROUGHS IN THE PRICE OF 
RICE BEFORE AND AFTER 1790 
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between 1790 and 1868 occurred with the famine of 1836, and the 
civil turmoil preceding the Restoration. 

The cyclical nature of government revenues and the price of 
rice after 1790 is evident, but is not conclusive in demonstrating 
the presence of cycles in general business. Unfortunately, other 
statistical records of the Tokugawa period are fragmentary. Rec- 
ords of the ratio between the value of gold and silver are available 
since 1611,'°4 both as official and market figures, but these series 
are subject to such government control that they exhibit but few 
fluctuations of any kind. Other statistical materials are not avail- 
able to the writer. Many contemporary records have yet to be 


64 Mitsui Takatsuna, Ryogai Nendaiki Kanken (‘‘Annals of Exchange Rates’”’) 
(Tokyo, 1932), I, 749-68. 











BUSINESS CYCLES IN JAPAN BEFORE 1853 687 


compiled. The economic student of the Tokugawa period should 
find a fertile field of research in gathering continuous statistical 
series, as a means of measuring not only the cyclical movements 
but also the secular trend and relative magnitude of economic 
processes during this important epoch. 

To sum up, the thesis that business cycles first appeared about 
1790 is supported by three lines of reasoning. First, the money 
economy appears to have developed sufficiently, as in England, 
to produce cyclical fluctuations. This is a necessary theoretical 
premise. Second, historical records reveal an abatement in the in- 
fluence of noncyclical disturbances after 1789. Third, statistical 
data, while inadequate in quantity, conform in a cyclical move- 
ment following a depression in 1790. 

It is generally believed that business cycles first appeared in 
England at a date which has been set tentatively at 1793. The 
foregoing thesis thus suggests the startling conclusion that the 
modern phenomenon of business cycles first appeared in the 
“backward” hermit nation of Tokugawa Japan. 





THE NATURE AND OBJECTIVES OF ECONOMIC 
HISTORY 


CHESTER W. WRIGHT 
University of Chicago 


IHE nature and objectives of economic history can best be 
made clear if we first describe its position among the other 
branches of the study of economics. The study of eco- 
nomics can be subdivided into (1) the science of economics, which 
is concerned with the formulation of economic laws cr principles; 
(2) the techniques of (a) accounting, which deals exclusively with 
economic phenomena; and (bd) statistics, which, though most ex- 
tensively used and developed in dealing with economic data, is by 
no means confined to this use and may, perhaps, be more properly 
classified as a branch of logic; (3) the study of economic history 
in the broad sense, which covers all the facts of economic life and 
development of the past whether recent or remote. This field of 
facts, however, is commonly subdivided into (a) the more special- 
ized studies of so-called applied economics and (b) economic his- 
tory in the more customary sense of the term. Though no sharp 
differentiating line can be drawn, the practical difference between 
these two branches of history is that applied economics commonly 
studies a contemporary problem in a limited field of economic 
activity and is often specifically directed toward laying down 
some line of action for dealing with the problem. The economic 
historian, on the other hand, is expected to cover the whole range 
of economic life and development of a nation or group of nations 
and over a considerable period of time, though his monographic 
studies may be limited to a small sector of the field. Its all-inclu- 
sive scope and its primary concern with the evolutionary develop- 
ment of the whole economic order chiefly distinguish economic 
history from applied economics. 
To understand the objectives of economic history it is essential 
to make clear the underlying problem with which it is concerned. 
688 
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This is the more necessary since the study and writing of eco- 
nomic history have been largely undertaken by two groups, one 
approaching the subject with the training and point of view of the 
political historian and the other with the training and point of 
view of the economist. The historian’s chief interest in the sub- 
ject is ordinarily based upon the light which it can throw upon 
political or social history—in short, the influence of economic 
conditions and forces upon history. The economist, on the other 
hand, looks upon economic history as primarily a study of how a 
given people have proceeded in their endeavors to supply their 
economic wants, as an analysis of the means they have employed 
and the institutions and economic order they have evolved in their 
effort to raise their standard of living. For just as the main objec- 
tive of the study of economics is to aid man in his struggle to 
supply his economic wants, so economic history, by describing 
and analyzing man’s past efforts to raise his standard of living, 
seeking to explain wherein and why he has succeeded and where 
and why he has failed, is directed toward indicating how he may 
do still better in the future. This may be called the functional 
approach to the study. 

Obviously, since history must be founded upon facts, the first 
task of the economic historian must be the establishing of the 
facts. But the determination of the facts is only the first step; 
those facts and the trends of development which they portray 
must, so far as possible, be explained and interpreted if the study 
is to make its most valuable potential contribution to human 
progress. The student of economic history is often appalled, if 
not repelled, by the mass of factual detail with which he is con- 
fronted. Yet these facts are full of human significance if the stu- 
dent will but inquire as to their broader meaning and seek to 
formulate the ideas that lie hidden within them. As the historian 
Ranke once said, particulars carry generalities within them. Just 
as Isaac Newton, seeking to explain the fall of a particular apple, 
evolved the general, so the student of economic history in dealing 
with its mass of detail must constantly ask the question: What 
light does this or that little fact throw upon the problem of how 
this people proceeded in their efforts to maintain or to raise their 
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standard of living? Only thus can the essential unity and co- 
herence of the many topics covered be brought out and the mass 
of factual detail be made interesting, humanly significant, and 
valuable. 

In order to appreciate the relation of these facts to this central 
problem the student must fully understand and constantly keep 
in mind the main factors involved. The standard of living of any 
people depends, first, upon what they produce or can secure 
through exchange of their products with other groups, and, sec- 
ond, upon how that product is distributed among them. What 
they produce is determined, first, by the quantity and what, for 
lack of a better term, may be called the quality of the four factors 
of production: natural resources, labor, capital, and business 
management; and, second, by the efficiency with which these 
factors are combined for purposes of production. The latter, in 
turn, is determined by the economic order with its institutional 
framework, including the related background of social organiza- 
tion in general, within which the given entrepreneurship must 
function. How the product is divided is also determined by this 
same economic and social environment. 

No general economic history has ever been written, so far as I 
am aware, where the material was clearly organized along lines 
suggested by these basic factors in the underlying problem. To 
do so would be difficult and probably would not serve the various 
objectives of the study in the best manner. The histories that 
have been written typically are organized on the basis of the 
various fields of economic activity such as agriculture, manufac- 
turing, commerce, finance, etc., or center about the more general 
changes in the organization of industrial society or simply seek 
to portray the economic background of political and social his- 
tory. This often results either in the omission of important ma 
terial bearing on the fundamental factors in the underlying pro? 
lem or else in the failure of the reader to trace the connection 
between those factors and the material presented. Yet it is cer- 
tainly possible to avoid these defects in an economic history 
where the material is organized on any of these different bases, 
and taking care to do so would greatly add to the reader’s unde:- 
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standing and appreciation of the human significance of that 
material. 

In this connection, however, the warning should be given that 
the promotion of the means for satisfying man’s economic wants 
which must be the central problem and the primary objective of 
the study of economic history is not to be confused with advanc- 
ing welfare. Whether the satisfaction of any specific economic 
want contributes to the advancement of human welfare is a prob- 
lem beyond the province of the economist as such, just as is the 
question what determines man’s wants in the first place. The 
chief social justification for the study of economic history, as of 
economics in general, must rest on the assumption that whether 
man wants much or little of economic goods, whether he is a 
sybarite or an ascetic, and whether the satisfaction of a particular 
want promotes his welfare or not, it is always desirable, other 
things remaining equal, that these wants be satisfied at the 
minimum cost. It must also be equally obvious that the economic 
historian, just as the economic theorist, can never say what ought 
to be done except where the ultimate ends have been determined 
on the basis of valuations established or accepted by some system 
of religion, ethics, or philosophy of life. But with the ultimate 
social objectives agreed upon, the economic historian, aided by 
theory, can say that past experience indicates that one line of 
procedure will presumably further the attainment of the desired 
objective in the most economical manner while another line of 
procedure will not. 

At this point it may be pertinent to indicate what this concep- 
tion of the nature of economic history implies as regards the 
training and equipment of the economic historian other than the 
possession of the attributes of scholarship in general. Since no 
important nation or group lives in economic isolation, the eco- 
nomic historian must know the main developments, economic, 
political and social, of the rest of the world in so far as they had 
an appreciable reaction on the country or group with which he is 
primarily concerned. Obviously he must possess a knowledge of 
generally accepted theory, while an acquaintance with the con- 
tent of current controversy will of course also prove useful. 
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Familiarity with the essentials in the techniques of accounting 
and statistics is necessary, while on occasions where refinements 
are called for the aid of specialists in these fields may be required. 
To be fully competent in contemporary as well as more remote 
history it would be desirable to possess the knowledge of all the 
applied fields of economics that is commanded by the specialists 
in those varied fields. In short, the ideal economic historian would 
possess most of the knowledge to be found in a large and well- 
rounded department of economics. Unfortunately this is not all, 
for he must have some knowledge of the whole of the social and 
natural orders in which the economic order was set in so far as the 
former exercised significant reactions upon the latter. Among the 
social studies political history thus becomes especially important, 
though the sociological, legal, religious, and other cultural factors 
cannot be ignored. In the field of the natural sciences an equally 
broad background will be found useful. The whole history of the 
sciences, both natural and biological, and of the application of 
their contributions to knowledge as they reacted upon the process 
of co-operation between man and his environment in man’s 
efforts to provide for his economic wants thus becomes significant 
for the economic historian. Finally, if he seeks to delve into the 
economy of certain periods and peoples, he will require the as- 
sistance of various other disciplines such as anthropology, epig- 
raphy, paleography, etc. That an individual possessing even a 
near approach to this ideal equipment of the economic historian 
will seldom, if ever, be found is obvious. But, if those who feel 
that the economic historian’s products fall short of much that 
could be desired will only recollect the magnitude of the task 
confronting him, they may be disposed to be more lenient in their 
judgments. 

I now turn to what I conceive to be the main objectives of the 
study of economic history or the chief purposes which it can serve. 
My previous statement as to the nature of economic history has 
indicated my idea as to its primary objective—that is, the raising 
of the standard of living through the knowledge gained from a 
study of the past and applied to social guidance in the future. 
The economic problems confronting any country or people today 
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are largely a product of developments extending back over a long 
period of time, and they cannot be dealt with effectively except as 
we understand the historical and causal background out of which 
they have arisen. Moreover, though we may accept the state- 
ment that history never repeats itself in the literal sense that all 
the factors entering into a given historical event are never exactly 
duplicated, yet it is equally true in the less literal sense that his- 
tory is always repeating itself. This, for reasons subsequently in- 
dicated in more detail, is much more frequently the case in the 
field of economic history than in the field of political history 
where the more incalculable factor of individual, as contrasted 
with mass, action plays a larger role in determining the course of 
events. Thus in the field of economic history a study of the past 
is peculiarly fruitful in throwing light upon the present. 

Undoubtedly the experts in those fields of applied economics 
where specialization has occurred will be better prepared to pro- 
vide guidance, each in his own peculiar field, than the economic 
historian. The contribution of economic history to the specialist 
will consist in providing analogous situations from past experi- 
ence, making clear the general background, indicating the com- 
plex interrelationships between the various specialized lines of 
economic activity, and suggesting the trends in the evolving 
economic order as a whole. The marked advantage gained 
through the study of economic history, in addition to the sense 
of evolution and relativity, is that breadth and scope of general 
background which necessitates a view of all the factors, economic 
and noneconomic, which enter into such specialized problems, 
while it alone surveys the economic process as a whole. 

If we turn from this major objective of economic history to con- 
sider other objectives there appear several of sufficient importance 
to justify separate consideration. 

One may be called the nationalistic objective—the study of 
economic history for the light which it can throw upon such 
economic factors as tend to augment the power of a country in 
the struggle for survival or aggrandizement among the nations. 
If we look back over the ages we see few nations that have risen 
to a position of dominance which have been able to maintain that 
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position for any great length of time; one after another has fallen 
from its high estate. Hence, if we have any interest in the survival 
and success of the nation as a political unit and whatever it stands 
for, we must concern ourselves with a study of the conditions 
which tend to make for such survival. In this struggle the eco- 
nomic factor, always important, has had its importance vastly 
increased in modern times, chiefly through the rapid advance in 
the mechanization of warfare. Add to this the remarkable inten- 
sification of the spirit of nationalism which has recently swept 
the world and we can appreciate more clearly the importance 
which may be attached to this second objective. It must be noted, 
however, that while it is true, generally speaking, that conditions 
promoting an advance in a nation’s standard of living will also 
augment its political power, there are numerous cases where the 
two objectives do not, or are believed not, to coincide; certainly 
not in the short run. Witness contemporary Germany or Italy, 
though every nation will afford frequent illustrations of the point. 

A third objective served by economic history is to provide such 
knowledge of the economic conditions and background as may be 
essential for the understanding of any phase or period in the 
civilization of any people—in short, to provide a basis for the 
economic interpretation of history, using that phrase in the broad 
rather than the narrow Marxian sense. Just how important the 
economic factor may be in the interpretation of the political or 
any other phase of the social process doubtless always will afford 
opportunity for dispute, so long as there is no accurate basis for 
measuring the influence of any one of the infinitely complicated 
mass of factors entering into the problem. I believe most economic 
historians would also readily admit the possibility of various other 
so-called interpretations of history, such as the geographic or the 
spiritual; and I am confident that a biochemical or an astronomi- 
cal interpretation could be worked out if one deemed it worth 
while to stress the importance of some such factor. But, regardless 
of the dispute as to the exact degree of importance of the eco- 
nomic factor in history, there wiil probably be few today who will 
deny it a position of any importance; the whole trend in historical 
writing during the last half-century is sufficient evidence on the 
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point. While the economic historian may be called upon to pro- 
vide such economic material for the background of general history 
as others require, it does not seem to me to be his function as such 
to undertake the interpretation of this history, that being a task 
for which the political historian, or better still the historian cover- 
ing all aspects of a given civilization, should be better qualified. 

A fourth objective is to further the development of economic 
theory and to fructify that theory. Of course it is perfectly pos- 
sible to develop a system of theory based on assumptions which 
have no relation to facts or economic history if it is thought worth 
while to do so; but I assume there are few theorists who do not 
hope to make their theory of greater use than as pure mental 
gymnastics. If so, they cannot ignore economic history. This does 
not mean that the theorist must make the whole range of eco- 
nomic history his laboratory, and yet that vast store of material 
is full of data of which he can well make use. Economic history 
fructifies economic theory just as theory fructifies history; they 
cannot make their most valuable contributions to knowledge 
without each other. Together they provide the basic elements for 
the study of economics. 

The ways in which history and theory fructify each other are 
various. Theory should provide much of the explanation for the 
course of developments in economic history; and without an un- 
derstanding of why things developed as they did the facts lose 
much of their value. Theory also suggests what facts to look for 
as particularly significant. The economic historian, I fear, has not 
made the use of theory that he should; and this can be attributed 
only in part to the two main difficulties with which he finds him- 
self confronted in the effort to do so. The first arises from the 
frequent lack of general agreement among the theorists as to 
what is correct theory. The second is due to the fact that the 
premises upon which much theory is built differ so from the actual 
conditions in a given historical case that the use of theory in 
explaining the situation is greatly limited. 

Economic history aids theory by providing the only laboratory 
in which a practical test of its validity is possible. Occasionally 
the theorist may be in a position to initiate an experiment on a 
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small scale in private business or on a much larger scale under 
governmental auspices, as in Soviet Russia or in our own recent 
alphabetical progeny. Unsatisfactory as this may be from the 
point of view of the ideal, the historical data thus resulting have 
to be employed as best they can. If the facts, assuming they are 
accurate and adequate, cannot be explained by theory, then 
either the theory is wrong, or if correctly deduced from the 
premises, it is useless for practical purposes, or at best simply 
suggestive. History then implies that the theory be revised or 
that it be developed upon premises that correspond to the factual 
situation. The picture of the institutional framework of any given 
period and of the evolution of that institutional background 
through the centuries is particularly important in making clear 
the relativity of any theory with its fixed premises for the practi- 
cal purposes of explanation or guidance in action. The extent to 
which the trends of development in theory have been shaped by 
history is only too obvious, from the controversies of the mer- 
cantilist period through the physiocrats and the English classical 
school down to the economic history of the post-World War 
period with its impetus to the resurvey of monetary, banking, and 
cycle theory and the belated awakening to the need for a theory 
of imperfect competition. 

A fifth objective is to provide the student of economic history 
with at least some guidance in meeting the problem of getting a 
living. He faces that problem in a business world which has been 
largely shaped by economic history, and throughout his life his 
efforts to get a living will be reacted upon by historical develop- 
ments. The typical content of historical study will throw little or 
no light upon the problems connected with the internal organiza- 
tion of a business enterprise or upon the technique of an occupa- 
tion. But the general trends in economic development may have 
powerful reactions upon a business, an occupation, or an invest- 
ment; and it behooves the individual who would be successful to 
try to understand what those reactions are likely to be. For this 
purpose more remote history also provides many a lesson of value. 
The farmer or manufacturer who knew something of the eco- 
nomic reactions following the Civil War would have been better 
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prepared to meet those that followed the World War. Though 
this objective is stated in terms of private gain, it is obvious that, 
in so far as it results in decreasing waste and increasing economic 
efficiency, it furthers social objectives as well. 

A sixth objective would be a better understanding of ourselves. 
We are in part the product of the economic age in which we live, 
of the economic conditions in the country and section where we 
reside, of the economic class in which we are brought up, and of 
the pursuit whereby we strive to earn a living. Our aspirations, 
our ideals, and our notions on problems of economic and social 
policy are inevitably in some measure shaped by these influences 
or by our reactions against them. One of the outstanding lessons 
which the study of economic history must bring home to us is the 
extent and power of such influences and the undesirable conse- 
quences of social action that is so frequently the outcome of the 
biased ideals and judgments which ensue therefrom, though these 
may be as sincere and honest as our convictions on most other 
issues. If w= can learn to study and understand the influences of 
this character to which we have been subject, and then have the 
reason and the will to endeavor, as best we can, to counteract any 
bias resulting therefrom, we can accomplish much in furthering 
economic and social progress. 

Possibly there should be included as a seventh objective a 
purely cultural one—the acquisition of such knowledge of eco- 
nomic history as may be considered essential in a well-rounded 
education, quite independent of its use for social objectives. The 
important part played in human history by the economic factor 
would appear to justify considering some knowledge of economic 
history, particularly that of one’s own country, as a desirable 
part of one’s cultural equipment. In addition, the subject can be 
pursued in more detail for the mere satisfaction of intellectual 
curiosity. 

As a final objective there may be listed the formulation of laws 
of economic development or a philosophy of economic history. 
I list this last because I do not believe that in our present stage 
of knowledge it is »ossible to formulate laws of economic develop- 
ment that have universal validity. The nearest approach to such 
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a law that I can suggest is the age-long tendency toward greater 
functional specialization or division of labor. The efforts to for- 
mulate a certain sequence in the stages of economic development 
have been shown to be still less valid generalizations. Yet such 
generalizations, imperfect as they may be, are still useful. Their 
utility suggests the possibility of developing what may be called, 
in the sense in which Cournot used the term, a philosophy of 
economic history. 

Cournot, approaching history from the standpoint of one inter- 
ested in the theory of probabilities, declared that the factor 
chance, which he defined as the product of the several mutually 
independent series of causes and effects which accidentally meet 
to produce a result, was so prominent in history that the formula- 
tion of scientific laws of historical development was impossible. 
Yet he held that it was possible, by using statistical or other 
technique, to abstract the abnormal or accidental, get at the 
average or the usual, and so to pick out the dominant forces and 
the more persistent tendencies in history. Thus, by distinguishing 
the general or essential forces and tendencies from the particular, 
individual, or accidental it would be possible to draw philosophical 
inductions and to form hypotheses which would enable us better 
to explain the past and to predict future trends with a greater 
degree of accuracy. In this manner, he held, we may formulate a 
philosophy of history, frankly recognizing that its generalizations 
lack the universality of a scientific law. 

As I view it, there are various reasons which render this method 
particularly applicable to economic history, especially as con- 
trasted with political history. My reasons for so thinking can be 
briefly summarized as follows. The fundamental factors in history 
are man and the physical universe; but for our purposes we may 
make a further rough subdivision into (1) the individual man, 
each unique; (2) the masses, reflecting the more essential and 
common traits of man; (3) the whole institutional fabric evolved 
by society; and (4) the physical universe. Each of these is reacted 
upon by the rest. 

The influence exerted by the unique personality of individuals 
upon the course of political history is vastly greater than in the 
case of economic history. You find no counterpart of an Alex- 
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ander, a Caesar, or a Napoleon in economic history; a Fugger, 
a Rothschild, or a Morgan does not appreciably alter its general 
course, even for a brief time. It would be difficult to write a 
political history without some account of the character of the men 
who played the leading roles. Economic history can be written 
with few of such characterizations and vastly less mention of even 
the names of individuals; while a goodly fraction of those that 
may be named will be noted because of action in the political 
arena which affected economic conditions. This is not asserting 
the big-man interpretation of political history, or denying that the 
individual is largely a product of his times and exerts an influence 
chiefly as he acts in harmony with social trends. It is only saying 
that his influence is greater in the field of political than in that of 
economic history and that because each individual is unique, the 
product of chance, his action and its results are less certain and 
predictable. Its corollary is that in economic history mass action 
is relatively more important than in political history. 

The influence of this second factor, mass action, is obviously 
great in the political field as well. But here it is determined by a 
vastly wider range of human instincts and emotions than in the 
economic field. In the latter, the field of purely business relations, 
there is one simple dominating motive, that of the economic man. 
The sway of this motive is not absolute; it will vary as between 
groups or peoples and as between periods among a given people. 
Nor is rational calculation always present even in strictly business 
relations. But the motive is sufficiently dominant so that the lines 
of mass action in economic affairs in the past can be analyzed and 
for the futur2 can be predicted with a fair degree of accuracy, 
certainly greater than is possible in the political field. 

In the case of the third factor, the institutional background, we 
also have a better basis for analysis and prediction in the eco- 
nomic than in the political field. The general framework of eco- 
nomic institutions has a greater degree of fixity and continuity 
than that of the political order. You cannot have a revolution 
overnight in the economic order. It is too complex, too interde- 
pendent, and too vast, and its continuous functioning too essen- 
tial to human existence to permit such sudden sweeping change. 
The so-called Industrial Revolution was spread over at least sixty 
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years. The experience of Russia well suggests the difference be- 
tween the difficulties incident to carrying through a political 
revolution and an economic revolution—the latter is still in 
process. 

In the case of the fourth factor, the physical universe, we have 
such basis for certainty of prediction as the present state of the 
natural and biological sciences provides. There the only element 
of uncertainty, assuming the accuracy of our present knowledge, 
arises from such advance in knowledge as the future may achieve. 
But whether this more certain factor can be said to be of greater 
influence in the economic than in the political field, as I strongly 
suspect is the case, I would hesitate to assert. 

If this analysis be correct it indicates that economic history 
provides much greater prospects for developing a philosophy 
which will prove valuable in interpreting the past and in forecast- 
ing the general trend of developments in its field with more ac- 
curacy and for a somewhat longer period of time than is possible 
in political history. This, it seems to me, is what Karl Marx did; 
not accurately or on the basis of reasons that were always sound, 
yet with unusual success considering the difficulties of the prob- 
lem. And I would not minimize those difficulties. The greatest 
factors of uncertainty upsetting prediction are likely, however, to 
arise outside the field of economics: first, in the political field, 
notably war; second, and in the long run more fundamental and 
far-reaching, from the progress of science and invention. Despite 
the difficulties, the development of a philosophy of history in the 
sense previously indicated may well be included among the objec- 
tives of the economic historian. So far as it can be developed, it 
will serve to throw a great light upon the interpretation of the 
past. Whether the still greater service of attempting to forecast 
future trends which it may provide is a task which the economic 
historian should assume may be left as an open question. Trends 
in particular lines may be better foreseen by the specialists in the 
various branches of applied economics; but outlining the more 
general trends can be attempted only by those whose breadth of 
view of the economic order is as great in scope as that which the 
economic historian should possess. The task, by whomsoever as- 
sumed, has become the more vital and pressing in these days when 
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the world so belatedly is first engaging in comprehensive social 
planning on the grand scale. 

In conclusion: If I were to choose a philosophy of history I 
should look upon the history of civilization as the record of man’s 
struggle for more complete self-development and self-expression 
along the lines contributing to the enduring satisfactions of life. 
This should suggest the fundamental forces and factors which 
shaped the records of civilization and provide the master-key 
for their interprvtation. In this struggle for self-expression we of 
the Western world at least have chosen a mode of living that in- 
volved an ever increasing dependence upon economic means for 
its support. The simple life of the ascetic, the Buddhist ideal of 
minimizing wants dependent upon material things and finding the 
highest and most enduring satisfactions in a life of contemplation, 
have made little appeal to us. We have chosen, whether rightly or 
wrongly, what we consider a richer, a fuller life. But whether that 
life be spent in play or in pursuit of the more sensual and momen- 
tary pleasures or be devoted to the cultural arts and higher self- 
development, it requires increasing economic means, both to make 
possible the greater leisure for such activities and to provide for 
their support. In pursuit of this ideal we of the United States 
have been fortunate enough to attain the highest standard of 
living any important country has ever known. The analysis of 
how that result was attained constitutes the fundamental problem 
of the student of our economic history. But we must also face the 
stark fact that the whole of this attainment in national income, 
when equally divided, is only sufficient to provide us all with a 
standard of living little higher than what has been called the 
minimum of decency. How this can be increased constitutes the 
practical problem toward the solution of which the economic his- 
torian’s analysis of the past is primarily directed. Pursued with 
the objectives I have indicated, the study of economic history, in 
co-operation with the other branches of economics and with ad- 
vancing knowledge in general, may hope to promote that higher 
standard of living so essential in furthering the more complete 
realization of man’s aspirations. This faith must be the apologia 
pro vita sua of the economic historian. 
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I 


ATIONAL concern for the conservation of our land is 
relatively new. In recent years soils specialists have re- 
peatedly called attention to the current depletion of the 

soil. Erosion, leaching, and the removal of plant food elements by 
growing crops all contribute to the problem. Public interest final- 
ly reached a point in 1933 where the government felt justified in 
taking vigorous action to combat these resource losses.? Since 
then support of governmental activity in the interest of soil con- 
servation has increased. In 1936 when the Supreme Court de- 
cision invalidated the production control features of the A.A.A., 
little time was lost in amending the original soil-conservation act 
to permit the government to make direct payments for soil-con- 
serving practices. Both major political parties indorsed govern- 
ment payments for soil-conserving practices as a major plank 
in their respective agricultural programs at the time of the 1936 
election. A much larger measure of nonfarm support has been 
accorded the recent conservation programs than was given the 
original production-control schemes of 1934 and 1935. In view 
of this great public interest in, and current government sponsor- 
ship of, soil conservation, an analysis of its economic aspects is 
pertinent. 

Conservation of the soil involves the allocation of a part of the 
current or future output of goods and services to the maintenance 

* Journal Paper No. J-567 of the Iowa Agricultural Experiment Station (Ames, 
Iowa: Project No. 520 [1938)). 

2 The Soil Erosion Service was created by the National Industrial Recovery Act 
of 1933 as a unit of the federal government in the Department of the Interior. In 
1935 the personnel and work were transferred to the Department of Agriculture and 
the name changed to Soil Conservation Service. Originally created to utilize 
emergency relief funds, it was given permanent status by a special act early in 1935. 
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of soil resources. The economic problem involved is essentially 
the problem of capital maintenance. This being true, one may 
wonder why government programs of educational and financial 
assistance are necessary to induce the setting aside of the proper 
proportion of current income for soil conservation, especially when 
no comparable programs for the maintenance of most other forms 
of exhaustible resources and of other forms of capital obtain 
public support. The picture has been painted repeatedly for us— 
fifty millions of acres already ruined beyond repair. The economic 
significance of this ruin—merely from a resource point of view— 
appears to be nil, however, as long as there remain adequate land 
resources to supply more than prospective market needs for years 
to come. 

Private property in land with no restraints as to its use or 
abuse has dangers. On the other hand, is there any reason for 
taking a part of our current income to build buildings that cannot 
be used profitably? And is there any more reason for taking a 
part of our current income to build or maintain soil resources 
that cannot be used profitably? The rate of growth of capital in 
any particular industry is dependent upon its cost—the rate of 
interest—and its marginal return. If marginal return drops below 
the market rate of interest—capital replacement will not take 
place.* Free private enterprise in agriculture has operated under 
these economic motivations. The essential argument for taking 
it out of this position and having the government make payments 
for conserving practices so far as conservation for agricultural 

3 That land once destroyed cannot be rebuilt is the usual reason given for the 
national interest in soil conservation. This in the final analysis differentiates land 
from other forms of capital. The major conservation activities at the present time 
however, are concerned with maintaining soil resources which are in little danger of 
complete destruction for many years. Rainer S.nickele suggests that there is a 
breaking point in soil deterioration much earlier than complete destruction and 
argues that when depletion reaches this point public action should be taken (‘‘Eco- 
nomics of Agricultural Land Use Adjustments,” Jowa Agr. Exp. Station Research 
Bull. 209 [1937], pp. 365 ff.). 

4L. C. Gray stresses this interest cost in conservation in an article published in 
1913, and suggests government action to promote a low rate of interest as one of the 


ways of increasing conservation. ‘“‘Economic Possibilities of Conservation,’ Quar- 
terly Journal of Economics, XXVII (1913), 497 ff. 
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production is concerned, hinges on the potential need for a larger 
supply of land sometime in the future than is needed now. 

If the case for a governmental soil-conservation program is 
stated in familiar terms it runs: The government’s interest in the 
land is for a longer time span than that of the individual operating 
it. It may be socially desirable to maintain resources that the 
individual in his own interests would liquidate; resources that 
cannot be duplicated. But the skeptic will say that if society 
through the price structure does not make it profitable for the 
individual to maintain his resource why should it do this by a 
governmental device? If society is apprehensive of a shortage of 
soil resources in the future, why is not this situation reflected in 
prices such that the exploitation of the soil is discouraged? 

If marginal returns equal marginal costs, taking into account 
changes in asset value, informed farmers will maintain or con- 
serve their soil assets. Otherwise, they will not.s 

When the government undertook a soil conservation program 
which attempted to go beyond research, education, and demon- 
stration, it entered a “no man’s land.’’ What are the criteria, 
other than relative prices and values, for determining the correct 
portion of the nation’s current income to allocate for capital 
maintenance in the form of soil resources? Shall enough of the 
current income be allocated for approximately 100 per cent main- 
tenance? Or shall it be only a fraction of this? or more? On what 
grounds will the decision be made? The economist does not have 
the answer. Society as a whole must determine the basis for arriv- 

Ss To complete the picture with respect to the marginal returns approach, it should 
be stated that in those sections of the United States where rainfall is extremely light 
and variable there is no known method at the present time of both using the soils 
for crop production or close grazing and maintaining their present level of pro- 
ductivity. 

Von Ciriacy-Wantrup points out that soil conservation was economically pos- 
sible and profitable at a relatively early date in Europe because of the lack of tools 
to cultivate large acreages or to bring new land into cultivation. The peculiar insti- 
tutional arrangements which greatly limited the land user’s control of the land also 
favored the early adoption of conservation measures. The absence of these two 
conditions in the United States and the presence of a large body of virgin fertile 
land has been a major factor in the rapid liquidation of our soil assets. See “Soil 
Corservation in European Farm Management,” Journal of Farm Economics, 
XX (1938), 86 ff. 
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ing at the answer and the answer itself. In other words it must 
determine the end it wishes to attain in relation to the cost. 

As contrasted with the indeterminacy of a socially desirable 
level of soil conservation, the economic level can be defined rather 
rigorously. It is that level of conservation which is or would be 
maintained by fully informed groups of farmers and investors in 
land with adequate capital or credit standing. Where individual 
and group economic interests diverge, as is conceivable in a num- 
ber of cases, it would be necessary to have rules and regulations 
with regard to group action. In case there is a divergence of the 
individual’s and group’s economic interest, the majority must be 
permitted to dictate to the individual.® 


II 

The economic problem of conserving the soil in the United 
States can best be reviewed by considering the different situations 
existing in four different geographic areas. The first will include 
those sections of the United States where climatic conditions and 
crops commonly grown are such that a rotation which maintains 
the organic matter results in greater economic returns year by ~ 
year from the land than one which does not maintain it. 

In a large part of the United States, where the agriculture is 
based on the production of feed crops for livestock, crop-yield 
experiments have definitely demonstrated that a cropping se- 
quence which maintains the organic matter in the soil will, within 
a few years, show a definite economic advantage over a cropping 
sequence not providing for maintenance of organic matter. The 
crop-yield response varies with individual soils, and with the 
length of time and the manner in which they have been farmed. 
Broadly speaking, however, the efficiency of biological processes 
of soil-fertility maintenance is such that conservation is profitable 
in the Corn Belt, the Great Lakes states, the east-central, and 
the New England states, but not in areas of low annual rainfall. 

Such a statement may be difficult to reconcile with the fact 
that continued soil depletion has been going on in these regions 


¢ It should be emphasized that only conservation for agricultural use is under con- 
sideration in this paper. 
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for years. This may be explained partly in terms of lack of in- 
formation, inadequate credit facilities, irrational economic be- 
havior on the part of individual farmers, and proprietary interests 
in the land which cover an even shorter time span than is neces- 
sary to profit by following a rotation. Another important factor 
has been the absence of an economic motive during that period 
of time when the natural fertility of the soil was so high that the 
rotation with grass and legume crops did not affect grain yields. 

Mechanical erosion-control practices—such as contour farm- 
ing, strip cropping, terracing, and the building of check dams— 
in many instances now represent profitable investments in these 
states. But full and complete conservation of the soil even under 
these conditions is not being obtained, and the question of a de- 
sirable public policy with respect to soil conservation under such 
conditions is perplexing. 

There is general agreement that public support of educational 
programs is desirable. In any region, at any time, there is a 
certain amount of maladjustment in the use of resources. A 
large number of individual farms are in a position where a re- 
allocation of resources would both increase soil conservation and 
increase farm profits.’ Educational programs which facilitate 
these adjustments are generally approved. Is the government 
justified in going farther? At the present time the government 
has under way a program of active demonstration and financial 
assistance in addition to research and education. States are rapid- 
ly adopting enabling legislation which permits local watershed 
areas to vote land-use regulations, to be enforced by police power. 
The economics of the situation would appear to favor emphasis 
on the combination of education, demonstration, and local use of 
police power to enforce conserving practices. This is especially 
true where the farmer’s income is increased by adopting the prac- 
tices. 

This relatively favorable situation with respect to the net cost 
of soil conservation does not extend to other sections of the 


? The sample farm for Pennsylvania conditions showing changes recommended 
in the interests of soil conservation cited by Roth and Garin bears this out (Soil 
Conservation, III (February, 1938], 223 ff.). 
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United States. Those sections where the rainfall is inadequate to 
permit the bacteriological action of organic matter decomposi- 
tion, and where there is inadequate soil moisture to grow legume 
crops successfully, but where satisfactory yields of corn and small 
grains may be obtained, present a most serious conservation prob- 
lem. The Great Plains and adjacent areas where rainfall is short 
more nearly resemble the mineral and oil deposits so far as 
economics of conservation is concerned than is the case with any 
other agricultural lands in this country. 

Different techniques of gold mining yield varying quantities 
of metal from the same ore. New techniques and shifting prices 
of the gold and of the cost elements determine which technique 
should be used at any given time. High gold prices stimulate 
more complete ore removal. No replacement takes place under 
any circumstances. Soils in the Great Plains are not far different 
from gold-ore deposits. They are a body of fertile soils which will 
grow grain crops leading to their depletion through wind and 
water erosion, as well as to the loss of the plant food elements 
directly. The presence of organic matter in the soil and a covering 
of grass are two of the best safeguards against soil wastage. Tilled 
crops provide for neither of these essentials. Furthermore, it 
takes several years here to get a grass crop re-established once it 
has been plowed up. A rotation is not feasible. The two alterna- 
tives are permanent vegetation with its inevitably low income- 
producing possibilities, and grain production with its inevitable 
depletion of the resources. For much of this area there is no 
middle ground. Erosion-control measures such as terraces and 
contour farming will slow down the rate of depletion and will 
prolong the life of the resources for a number of years, but will 
not maintain them. 

Somewhat the same problem presents itself as one goes farther 
west on the Great Plains to the ranching area, which includes 
parts of the intermountain states. As early as 1gor literature 
relative to the depleted state of the ranges began to appear.® 
Botanical studies have repeatedly shown that the more palatable, 


§ David Griffiths, ““Range Improvement in Arizona” (Bureau of Plant Industry, 
1901), U.S.D.A. Bull. 4. 
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nutritious, and soil-binding species of grass have given way to 
inferior species under grazing. The inference has always been 
drawn that the total feed production of the range had been re- 
duced by overgrazing. Hence it could be increased by a system 
of range management.® 

The experience of the Forest Service in managing their grazing 
areas is worthy of note. Immediately after the war the Forest 
Service began to limit the stock on their ranges in an effort to 
maintain the vegetative growth at what they believed was its 
maximum permanent carrying capacity. They have been con- 
tinually hoping to find that they had gone farther than necessary 
in reducing the grazing units—hoping that the vegetative growth 
would increase under the lighter load, thus permitting a return 
to heavier grazing again. After eighteen years of more-or-less- 
continuous reduction in grazing units carried on the national 
forests, they still do not believe that they have reached a level 
of use which maintains their resources. If such experience can 
be applied to the ranching area generally, conservation of the 
grazing lands will mean a permanently lower level of stocking and 
of output than is now common. 

No educational program will be effective in inducing con- 
servation under such conditions. If range- and crop-land con- 
servation in the Great Plains is really wanted, society must be 
prepared to give up a part of its current income from these lands. 
The ranchers, wheat raisers, and other farmers will not do it 
voluntarily and without compensation. 

The fourth section of the United States, with its peculiar eco- 
nomic problem of soil conservation, includes the areas where 
tobacco and cotton are grown. These crops, largely because of 
economic reasons, are not grown in a regular rotation with soil- 
building crops. It is technically possible to grow legumes in this 


® Here statistics and scientific studies clash. No one has ever reconciled the 
findings of these botanical studies with the fact that government estimates of 
cattle on ranges were higher in the period 1925 to 1935 than for the early nineteen 
hundreds. (See Walter W. Wilcox, Production Trends in Selected Range Livestock 
Producing States, Land Policy circular, Resettlement Administration, August, 
1935.) If the carrying capacity of the ranges has been declining, how can they con- 
tinue to maintain more high-quality cattle than in the earlier years? 
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area. The soil can be used to produce cotton and tobacco and 
yet be conserved, by taking advantage of biological processes and 
engineering practices. But soil resources have not been main- 
tained in the South. 

There is no section of the United States where soil erosion and 
general depletion losses are heavier than in the Cotton Belt. 
Agricultural income per capita is also lower than in any other 
section of the United States. The South has built up a great 
cotton-export industry, but it is largely based on the exploitation 
of light-colored soils and dark-colored people. Over go per cent 
of the crop land on a typical farm is in corn, cotton, and other 
intertilled crops. A winter cover crop on these fields would, per- 
haps, return its cost in increased yields. As a conservation meas- 
ure, it would slow down slightly but by no means arrest the soil- 
mining operations. 

Until such a time as new and lower-cost techniques of produc- 
tion are introduced and the demand for livestock products in- 
creases, a conservation program in the Cotton Belt which will 
maintain its soil-resource assets at anything like present levels 
will lower the already meager per capita income of the southern 
farmers. Other sections of the United States would have to be 
called to the rescue through granting substantial government aid. 
Even under the so-called conservation program of the A.A.A. in 
1936 and 1937, land not planted to cotton was often planted to 
feed and food crops rather than to soil-conserving crops. The 
generous government payments under these programs were not 
a sufficient supplement to the cash income to permit and insure 
the maintenance of the soil resources. This indirectly indicates 
something of the magnitude of the investment which society must 
be willing to make if maintenance of soil resources is really under- 
taken in the southern states. 

Surveying the country as a whole, it thus appears that there 
are two large regions where private property in land under favor- 
able conditions with respect to agricultural prices, information 
relative to the best production and conservation techniques, and 
satisfactory landlord-tenant relationships, would not result in a 
high degree of soil conservation. They are, first, the areas of scant 
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rainfall, where normal rebuilding of organic matter in the soil is 
impossible, and, second, the southern states, where cotton or 
tobacco is the leading cash crop. Should society, in addition to 
carrying on research and education, make investments or expendi- 
tures in these regions which will conserve the land to a greater 
degree? 

There are arguments on both sides of the question as to whether 
government expenditures directly for conservation practices 
under such conditions are justified. If the original resources are 
being depleted at a rate which will result in almost complete 
exhaustion in fifty years, how much has been accomplished if 
the rate is slowed down so that complete exhaustion would not 
be reached for fifty-five or sixty years? Payments for practices 
not within the economic possibilities of the individual farm opera- 
tors, such as fertilization and legume seedings, either must be 
repeated at intervals throughout the future, or they will merely 
have postponed by a few years the date at which the soil resources 
will decline to a given low level. One of the gains might be the 
possibility of the introduction of new techniques and a changed 
economic situation which would permit private conservation at 
some higher level than is now possible. At the present time, how- 
ever, the trends appear to be in the direction of needing less 
rather than more land for agricultural purposes. 


III 


This brief description and comparison of the economic prob- 
lems of soil conservation in these various regions should suffice 
to indicate that progress toward a conservational agricultural 
production program is likely to be most rapid in the Corn Belt, 
Great Lakes, eastern, and northeastern states. In the other areas 
it will be more closely identified with and incidental to adjust- 
ment programs which have as their primary objective the main- 
tenance of agricultural income. If this relatively new public con- 
sciousness of the desirability of maintaining our soil assets con- 
tinues, definite changes in cropping systems will take place over 
the next decade or so. 

These new cropping systems will give rise to a different set of 
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economic problems. Livestock production and marketing facili- 
ties have become adapted to the cropping systems now in effect. 
More grasses and legumes with less grain suggest not only a shift 
in the numbers of the various classes of livestock but also in the 
present feeding and marketing practices for each class of live- 
stock. This problem, based on the technical coefficients of sub- 
stitution of the various feeds, is wholly economic. It has both its 
individual farm and regional competition aspects. How far can 
the individual farmer go in substituting grasses and legumes for 
his usual grain rations for the livestock he normally markets? 
How far must he go in shifting to different classes of livestock? 
Technical coefficients of feed-conversion and market-price rela- 
tionships will determine the answer. Some students visualize the 
shifts in the location and character of livestock production as of 
considerable magnitude and importance. 

Examination of experimental and farmer feeding records indi- 
cates that custom plays a large part, along with relative prices, 
in balancing the present livestock rations. Educational programs 
will be needed to supplement the economic motive to make sure 
that the most economical adjustments in livestock production 
accompany the shifts in crop production. 

A drive through the Corn Belt any time during the months of 
July, August, or September will convince any informed observer 
that a great deal more pasture could be used to advantage in hog 
production. The same holds true for other livestock pastures. 
Agricultural experiment stations have concentrated most of their 
research on grain and protein supplement feeding problems. Only 
in recent years have pasture and roughage feeding problems com- 
manded more than passing interest. At the present time the co- 
efficients of substitution of grains and roughages under the var- 
ious feeding conditions is known only in a rough way. A more 
precise knowledge of these technical substitutabilities would fa- 
cilitate economic adjustments in livestock feeding. It would also 
probably result in less of a shift in the kinds of livestock kept 
than may be the case if custom more largely dictates the rations. 
Specifically there appears to be considerable opportunity, with a 
prospective change in the price relationships, for the substitution 
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of high-quality hay and pasture for a part of the present grain, 
silage, and corn fodder fed to livestock throughout the Corn and 
Dairy Belts. Assuming this opportunity is exploited if and when 
the changed price relationships occur, the shift to higher acreages 
of soil-conserving crops may be accomplished with relatively little 
disturbance to the livestock industries. 

One inevitable, and not particularly welcome, effect will be the 
increase of the ratio of disadvantage for the land in the present 
grain-deficit areas. Present grain-defivit areas will find the ratio 
of the purchase price of their grains to the sale price of their live- 
stock products lowered by factors operating in both their buying 
and selling markets. More soil-conserving crops on present grain- 
selling farms will have as an economic counterpart more livestock 
on these farms. Hence, cash grain sales will be lower because 
grain will be utilized to feed the increased livestock kept to con- 
sume the new roughage. This will result in higher cash grain 
prices. At the same time increased marketing of livestock and 
livestock products from these farms will be competing with the 
sales from the grain-purchasing farms. As the present grain-sur- 
plus areas seriously undertake to maintain their resources, they 
will intensify the economic problem of soil conservation on the 
present grain-purchasing farms. The seriousness of this problem 
becomes apparent when it is realized that at present our more 
pressing erosion problems in the Corn Belt are found in the grain- 
deficit areas. This must result in one of three possible alterna- 
tives—either: (1) a movement of population out of the grain- 
deficit area, (2) government subsidy to offset the loss, or (3) a 
permanently lower level of incomes. The economic answer, of 
course, is a movement of the population. 


IV 


The true relation between soil conservation and the mainte- 
nance of agricultural income has been effectively obscured by 
propaganda for the last several years. Historically, the A.A.A. 
programs began early in their operation to use as one of their 
justifications the increase in public welfare to be achieved by 
minimizing the soil-depletion losses associated with growing the 
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major crops. At the same time the Soil Conservation Service 
demonstrations, early in their development, began to point to the 
good they were accomplishing by reducing major crop acreages 
in their demonstration areas. Unquestionably each program con- 
tributed to the objectives of the other. 

When conservation was substituted for crop-acreage-control 
programs, however, farmers and administrators were not content 
merely to encourage conservation to the extent that it did not 
tend to increase production. Farmers and soil conservationists 
wanted payments for soil-building practices and they obtained 
them. Timothy and blue grass are almost unexcelled as erosion- 
prevention crops if properly managed. They also yield a mini- 
mum of feed per acre. But farmers were not satisfied with pay- 
ments for a shift of part of their grain acreage to these crops; they 
wanted payments for liming, legume seeding, and phosphate ferti- 
lizers so that they could grow better alfalfa, clover, and other 
crops. They were not satisfied with a program for capital main- 
tenance. They wanted the government to aid them in making 
new capital investments. 

New capital investment in the form of soil-building payments 
has been the backbone of the A.A.A. program in the eastern and 
northeastern states. While this may have been politically neces- 
sary, its economic effects should not be overlooked when apprais- 
ing the public welfare aspects of the program as a whole. 

Reduced acreages of intertilled crops such as corn and cotton 
slow down the rate of depletion of soil resources. Payments for 
fertilizers and legumes, when nonsoil-building crops such as timo- 
thy and blue grass would hold the soil in place, are merely increas- 
ing the agricultural productive plant when already it is too large 
to find a profitable market for its output. 

Government expenditures for soil conservation will be severely 
limited at best. Economic forces favor the rapid adoption of soil- 
conserving practices only in certain sections of the United States. 
A careful examination of the nature of the economic forces operat- 
ing and the planning of governmental conservation activities 
to supplement these appears to offer the most promise for the 
future. 








SOME CONSIDERATIONS IN THE MEASUREMENT 
OF PRODUCTIVITY OF RAILROAD 
WORKERS 


HERBERT ASHTON 
Swarthmore, Pennsylvania 


ONSIDERABLE attention has heen given recently to changes 
in the “productivity” of labor in co; ection with the general 
demand for higher wages and shorver hours. The ability to 

shorten hours, however, rests upon a corresponding increase in out- 
put per man-hour. 

In an analysis of the “Productivity, Hours and Compensation of 
Railroad Labor,’”? Mr. Witt Bowden, of the United States Bureau of 
Labor Statistics, develops the relation between traffic units produced 
and man-hours of employees in the several departments of the service 
on the Class I railroads for the period from 1916 to 1932. In discussing 
the “conditions affecting employment and productivity” (see p. 8) 
no mention, however, is made of the fact that, during this period, the 
effectiveness of railroad labor was further implemented by capital 
expenditures amounting to several billions of dollars. The average 
tractive power of locomotives increased approximately 23 per cent 
(the total tractive power increased, between 1916 and 1932, by 20 
per cent); the carrying capacity per freight car was increased about 
9 per cent; and other improved facilities were added.’ Aside from his 
failure to take into account capital changes in the industry, and its 
effect on productive efficiency, the measures of labor productivity 
themselves which Mr. Bowden uses will be seen to be invalid for other 
reasons. Not only are man-hours of train- and engine-service employ- 
ees measured against the volume of traffic units produced from year to 
year, but so also are the man-hours of employees in branches of the 
service entirely separated from the movement of goods and persons 
directly. 

To consider a typical case, Mr. Bowden’s analysis contains a 
comparative statement of the ratios of the man-hours of carmen (re- 

* U.S. Bureau of Labor Statistics, Serial No. R. 75; see also Monthly Labor 
Review, July, 1937, p. 78. 

2 Interstate Commerce. Commission, Comparative Statement of Operating Aver- 
ages, 1916-32; see also Yearbook of Railroad Information (1936). 


714 




















PRODUCTIVITY OF RAILROAD WORKERS 715 


pairers) to car-miles for the period 1922-32 inclusive, for Class I rail- 
roads. This statement shows an increase in the ratio of car-miles to 
man-hours over this period of 74 per cent.3 Mr. Bowden says that these 
figures ‘must not be regarded as exact measures of changes in the 
efficiency of labor,” and mentions deferred maintenance and techno- 
logical change as qualifying factors. But the figures are allowed to 
stand as indexes of relative productivity for these employees over the 
period taken, and no other measures are offered. Moreover, this same 
basis of measurement has been used for other classes of workers. But 
what is Mr. Bowden actually measuring by this means? Is it labor 
productivity, or is it something else? With reference to the effect of 
technological advance, one of the changes which was taking place 
during this period was that from wood to steel construction in freight 
cars; another was the introduction of the cast-steel truck frame. Both 
of these capital improvements tended to reduce the demand for carmen. 
Consequently, the man-hours in this craft per car-mile have declined. 
But this does not measure an increase in the productiviiy of these 
workers. The output per worker may or may not have increased. 
The figures cited by Mr. Bowden tell us nothing with regard to that. 
They do show that fewer carmen are required per car-mile today than 
formerly, and that is all they show. This may be, in part, the result 
merely of fluctuations in the volume of car-miles produced from time 
to time caused by changing business conditions over which the carmen 
have no control whatever. On Chart I are plotted together data show- 
ing, for one of the large railroad systems of the country, the car-miles 
per carman employed, and the number of cars repaired per carman 
employed for the period 1925-35 inclusive. It will be noticed at once 
that the two graphs show contradictory trends. The graph of car-miles 
per carman tends to substantiate the findings of Mr. Bowden for the 
country as a whole; the “productivity” of carmen appears to increase 
over the period taken. The graph of the number of cars repaired per 
carman gives a different picture, however. The productivity of car- 
men, when measured by the number of cars repaired, shows a definite 
tendency to decline over the period as a whole, and is particularly 
marked during the years before the advent of the depression, when 
business was presumably on a more nearly normal basis. If these pre- 
depression years are considered alone (1925-30), it is seen that, while 
Mr. Bowden’s “productivity” of carmen was increasing approximately 
20 per cent, the productivity in cars repaired declined by 22 per cent. 


3 Op. cit., Table 10, p. 30. 
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Again, the “productivity” of machinists, measured by revenue traf- 
fic units produced per man-hour, according to Mr. Bowden, increased 
approximately 14 per cent on the Class I railroads between 1922 and 
1932. Similarly, on the system referred to above, the locomotive-miles 
per machinist employed, as shown on Chart II, indicates an increasing 
“productivity,” the increase for the period from 1922 to 1936 being 
approximately 34 per cent. But, if the productivity of these workers 
is measured by the number of locomotives repaired per machinist 
employed, the trend in productivity over this same period is reversed, 
the decline amounting to approximately 30 per cent. Carmen do not 
produce car-miles or traffic units. Therefore, it is obviously incorrect 
to use such units to measure their productivity. Similarly, machinists 
do not produce traffic units or locomotive-miles. Consequently, a true 
measure of their productivity is impossible in these units. The reason 
there are more traffic units produced today, or in 1932, per machinist, 
or per carman, than in 1922 is simply because the demand for machin- 
ists and carmen per traffic unit has declined. This has resulted from 
improvements in the design and construction of the rolling stock 
which it is their work to repair. The added return from these improved 
capital instruments represents increased productivity of capital, and 
has, presumably, been paid for in the price of the instruments. The 
labor which has played a part in this increased mileage per man-hour 
is the labor engaged by the manufacturers of the capital instruments 
who have brought out the new designs or materials of construction. 

Caution is required, however, in the use of the number of cars or 
locomotives repaired per employee as a measure of productivity, since 
it does not take into account directly variations in the extent of repairs 
from time to time. But, in the utilization of equipment over a con- 
siderable number of years, the maintenance required will include the 
various class repairs which form a regular part of the standard pro- 
cedures set up on the larger systems; so that discrepancies arising from 
fluctuations in the extent of repairs will tend to be eradicated. It must 
be noted also that these measures, although constituting an improve- 
ment over those which have been used, as indicated above, still leave 
something to be desired as accurate measures of the productivity of 
the individual workers within the groups mentioned. They are, per- 
haps, the best that can be obtained with the data at present available. 
Greater accuracy waits upon more detailed information. Whether this 
is practicable or not must be determined empirically. The inherent 
difficulties in the situation may be indicated by one or two examples. 
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Attention was called earlier to the increase in the size of both 
locomotives and cars which has taken place during the period we have 
been discussing. This has the effect of increasing the size and weight 
of many of the parts of these units. Therefore, the labor involved 
in handling these parts, in making the necessary repairs to the cars 
or locomotives, will, in many cases, have increased. Hence, a decline 
in the number of these larger cars or locomotives repaired per carman 
or machinist employed, compared to the number of smaller units 
formerly repaired, does not in itself constitute proof of a decrease in 
the productivity of these workers. Because of the larger, heavier parts, 
and the addition of complicated, specialized attachments, repairing a 
car or locomotive today may be a bigger job than it used to be; but 
it does not have to be done as frequently as formerly. 

Again, in the case of certain maintenance-of-way work, the effi- 
ciency of the workers is difficult of accurate measurement. On the 
system we have been using for illustration, the “productivity” of 
workers employed in tie renewals, when measured in the number of 
ties renewed per man-hour, declined from one- to three-fourths of a 
tie during the period since 1922. This suggests a definite decrease in 
labor productivity for this operation; but it is explained by the fact 
that, whereas formerly each tie had two tie-plates associated with it, 
which had to be detached and reset again with each tie renewed, now, 
there are, in addition, two gauge-plates which are attached to the ties, 
and which must be handled also each time a tie is renewed. The work 
involved in tie renewals has thus changed in character in such a 
manner as to require more labor than formerly per tie renewed. The 
“productivity” of labor in this operation, measured by the number of 
ties renewed per man-hour, has declined. But this measured decline 
in productivity is illusory because two dissimilar operations are being 
compared. By reason of this change in tie protection, combined with 
an improved method of treatment, the life of ties has been increased 
about 200 per cent. Tie renewals have declined from over g per cent 
of ties in service in 1926 to less than 3 per cent of ties in service in 
1936. The obvious effect has been to reduce the demand for labor 
engaged in this operation. Today, fewer man-hours are required per 
mile of track per year for tie renewals. It can hardly be claimed, how- 
ever, that this represents an increase in the productivity of the labor 
involved. It is equally in error to pretend that the resulting increase 
in train-miles or car-miles per man-hour of labor engaged in main- 
tenance-of-way work represents an increase in the productivity of this 
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same labor.‘ When the product of an entire industry is measured 
against total man-hours applied to one set of capital instruments at one 
point of time, and then compared with the product, measured against 
total man-hours, applied to a set of different capital instruments at 
another point of time, we are not free to say that any change that may 
have occurred in the relationship between man-hours and product 
measures a change in productivity of the workers involved. Has a 
man-hour been applied to the same capital at the two points of time? 
If so, then any changes which appear in output constitute a measure 
of changes in labor productivity. If, on the other hand, the capital 
with which the labor is combined has suffered any change, we may 
just as easily be measuring a change in the demand for labor. 

It may be argued that the thesis presented here involves a defini- 
tion of labor productivity which is too narrow, that the decrease in 
the demand for labor cited is a consequence of the increased labor 
productivity resulting from the more efficient combination of labor 
and capital incident to the technological changes noted. But such an 
argument rests upon a definition of labor productivity so inclusive as 
to deny in effect the existence of a separate return to capital or even 
to the labor involved in the production of the capital instruments. 

Two points seem sufficiently clear: first, any measure of labor pro- 
ductivity, to be valid, must be in units of the specific product of the 
workers whose productivity is being measured; and, second, the ability 
to measure changes in the productivity of labor over a period of time 
is dependent upon the ability to eliminate the effect of concurrent 
changes (both qualitative and quantitative) in the capital with which 
the labor is combined. Otherwise there is no way of determining 
whether the changes in output per laborer being measured reflect 
changes in the productivity of labor or in the quantity or productivity 
of capital. 


‘Ibid., Table 5, p. 24. 
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An Analysis of Price Behaviour: During the Period 1855-1913. By 

J@RGEN PEDERSEN and O. STRANGE PETERSEN. Copenhagen: Levin 

& Munksgaard (for the Institute of Economics and History, Copen- 

hagen), 1938. Pp. 268. Kr. 12. 

This is a study of considerable interest to those concerned with the 
technique of price analysis or with the broader problems of economic 
trends and fluctuations. The authors examine some eighty-nine con- 
tinuous price series from 1855 to 1913 from a point of view they call 
“historical-critical” involving considerably more than the mere sub- 
jection of the data to mechanical manipulation. 

The price series used appear to embody actual rather than quoted 
commodity prices which have remained substantially constant 
throughout the period. The prices used were drawn mainly from pur- 
chases for the government monopolized “Greenland trade” and from 
the price lists of a state incorporated brokers’ association. The pur- 
chasing practices of the former organization unfortunately limit the 
data to annual price quotations, a limitation which may vitiate cer- 
tain of the suggested conclusions regarding short-run price fluctuations. 

The authors break their data into flexible and inflexible price groups, 
defining flexibility in terms of frequency of price change. As experi- 
ence elsewhere would lead us to expect, the flexible-price groups are 
composed in the main of raw materials and the inflexible-price group 
of highly fabricated products. While the explanation of price inflexi- 
bility (pp. 227-31) makes reference to monopolistic market positions, 
these positions are related to factors connected with the fabrication 
and distribution of the products concerned in a way which makes it 
clear why the prices of most highly fabricated products are inflexible 
in widely different market situations. 

The bulk of the volume is devoted to a consideration of trends and 
short-run fluctuations in the flexible prices. A careful study of the 
supply and demand conditions of particular commodities is skilfully 
linked to broader theoretical and methodological considerations per- 
taining to business cycles and economic development. In a study of 
this sort based on a somewhat limited body of data attention is prop- 
erly devoted to methods and technique. Nevertheless the conclusions 
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also are illuminating and rarely outrun the implication of the material. 
A possible exception is the carefully guarded suggestion (p. 215) that 
the forty months’ cycle is characteristic only of American economic 
activity. To attempt to deal with a phenomenon of this sort on the 
basis of yearly price quotations would seem to be questionable. 

The analysis of trends distinguishes three components of the price 
trends of an individual commodity: elements special to the commodity 
in question, elements common to a particular group of commodities, 
and elements which affect all prices. It is clear that a method of this 
sort cannot rely on a more or less mechanical manipulation of price 
data but involves a thoroughgoing examination of the economic his- 
tory of the period, the results of which are obvious in the authors’ 
treatment. They express doubt concerning the importance of factors 
affecting all prices and in general minimize monetary factors. The 
downward trend of prices which culminated in the 1890’s is attributed 
largely to “technical improvement, especially by the revolutionary 
changes in transportation” (p. 131). 

The part of the volume of greatest interest to the reviewer is Section 
II on “Short-Run Fluctuations.” Here the authors introduce the con- 
ception of demand and production cycles and attempt to analyze, 
through their measurements of frequency, amplitude, and “regularity” 
of price change, the short-run fluctuations of their price data. Lack of 
space prevents a consideration of the method and its results, but the 
behavior of the different groups of prices into which the series are 
broken is interesting. 

In conclusion it must be said that a study of price behavior which 
begins with a careful examination of the quality of the data and pro- 
ceeds without any skipping of steps to a measured evaluation of the 


results is not only welcome but unusual. 
Epwarp S. Mason 
Harvard University 


Price and Price Policies. By WALTON Hamitton, MARK ADAMs, AL- 
BERT ABRAHAMSON, IRENE TILL, GEORGE MARSHALL, HELEN Ev- 
ERETT MEIKLEJOHN. New York: McGraw-Hill Book Co., Inc., 
1938. Pp. xiv+565. $4.00. 

This collection of essays arises from the work of a small staff which 
devoted approximately three years to the study of the price structure 
of a number of different industries for the benefit of the Cabinet Com- 
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mittee on Price Policy. In the present volume seven of the reports pre- 
pared for this committee are made available: those on the auto- 
mobile, automobile tire, gasoline, cottonseed, dress, whiskey, and milk 
industries. Professor Hamilton contributes an introductory and a con- 
cluding section. 

A considerable unity is given to the whole work by the fact that 
the same approach is followed in each of the reports. A careful, almost 
meticulous analysis is made of all the circumstances entering into the 
determination of the price of the commodity: the basis of demand, 
nature and source of raw materials, technological aspects of the pro- 
duction process, financial structure, the process of marketing at suc- 
cessive stages, economic status of the bargaining parties involved, and 
the part played by organizations of various sorts within the industry 
and by governmental agencies. A large fund of appropriate factual 
material with regard to each industry has been gathered together from 
trade publications, N.R.A. hearings, Federal Trade Commission hear- 
ings, government bulletins, court decisions, trade association bulletins, 
and personal interviews. Some of the material is familiar but much of 
it is new. It is all rendered valuable by virtue of the fact that it is 
organized about the central problem of price and price policy. 

The authors have gone farther. They also have undertaken to ap- 
praise the process of price determination. 

In each instance the usages of the industry are passed in review to deter- 
mine whether they are advanced, up-to-date, or backward, whether they 
reflect efficiency or give tolerance to waste, whether their incidence is a 
reasonable price for the ware, a price that reflects unnecessary costs of pro- 
duction, or a price which bestows upon the consumer a gratuity at the ex- 
pense of investor and worker [p. 24]. 


On the whole this part of the task is also well done. Some attention 
is given even to the matter of remedies for the ills that unquestionably 
prevail, but here the discussion at times becomes discouragingly vague. 
As economists are frequently reminded, it is easier to diagnose than it 
is to prescribe. 

The main fault to be found with the volume is that of verbosity. 
The principal author promises in the Preface to attempt conciseness 
but he sets a poor example in his own sections and some of his co- 
authors do little better in theirs. Truisms abound. Style is frequently 
ornate and wordy. Repetition is not uncommon. A more generous use 
of the blue pencil throughout would have resulted in a better product. 
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Two further points. First, the reader is likely to be confused by 
the usage of the word “competition.” He is quite properly warned 
(p. 13) that the word is one of those “devoid of precision and color’; 
but the authors employ it nevertheless without stopping to define it. 
The automobile tire industry is characterized as “overcompetitive”’ 
(p. 115); the uniformity of refinery prices, in the case of gasoline, is 
taken as an “indication of the keen competition that prevails” (p. 
144); competition between retailers of dresses is said to be “genuine 
and severe” (p. 375); while at the same time the price of grain is said 
to be “made in a wide, sensitive, and competitive market” (p. 540). 

Second, Professor Hamilton has little use for the method of classi- 
fication in terms of model cases as an approach to the analysis of the 
complexities of industrial structure. 

To set up a norm of “perfect competition,” and to attempt to discover 
the principles that shape its imperfections, is as unpromising as a quest for 
the norms of abnormality. To set cases down along a straight line that 
moves from monopoly through duopoly and oligopoly to competition pure 
and undefiled, and to measure competitive forces by the relative number 
and size of sellers and buyers, is to make hypothetical economic phenomena 
the subject of mathematical exercises. The tricks may be pulled off with 
neatness and intricacy; but the result is not a picture of the pragmatic 
reality called industry [p. 23]. 


Yet the author and his associates might well have clarified their own 
analysis somewhat by profiting from the contributions of recent 
writers on the theory of monopolistic competition. 

Our knowledge of the making of prices has been enriched in recent 
years by three different modes of attack: (1) the analysis of the con- 
ditions of equilibrium under monopolistic competition, through the 
efforts of Edward Chamberlin, Joan Robinson, and many others; (2) 
the analysis of different types of price control, as represented for ex- 
ample in The Decline of Competition, by A. R. Burns; and (3) the 
analysis of price determination in selected industries. The work of 
Professor Hamilton and his associates is an excellent example of the 
third type of contribution. But it surely is not necessary to stress 
the point that progress is to be sought along all three fronts rather 
than upon one front alone. 

B. F. HALEY 


Stanford University 
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Nationale Verkehrsplanung. By SvEN HELANDER. Jena: Gustav 

Fischer, 1937. Pp. viiit+-440. Rm. 7.50. 

The plan which underlies the organization of this book is excellent. 
In the first section the author gives a survey of the transportation 
systems and transportation policies of practically all the countries 
which are of any importance in world-traffic and of quite a few more; 
in another section he tries to work out a theory of planning transporta- 
tion facilities, using the wealth of material which he has collected in the 
first section for purposes of verification and exemplification. There is 
also an intermediate section which deals with a special problem, name- 
ly, the role of capital cities as centers of traffic. 

Unfortunately, the content is not as valuable as the framework. A 
comparative study of transportation in a large number of countries is 
useful in any case, but it would be much more useful if the author had 
been more critical in the selection of his material and had organized it 
around clearly conceived problems. In fact, he has rather indiscrimi- 
nately accumulated facts and utterances which tend to prove that all 
the transportation systems were built up in a more or less planless way. 
Any reader who is even moderately familiar with economic history 
and economic facts will readily accept this proposition, even without 
so much illustration. But we would be interested to learn what specific 
inadequacies of the transportation systems grew out of that planless- 
ness and how a wise plan would avoid those inadequacies. These ques- 
tions are not answered in a satisfactory way. In many cases the author 
fails to point out the important problems which each country had to 
face in building up its network of railways, roads, and canals, and to 
the question of what the characteristics of a perfect transportation 
plan would be, he replies with generalities. 

Perhaps no other part of the first section of the book shows these 
shortcomings more clearly than the chapter on the United States of 
America. To be sure, nobody can write a description or a history of the 
American railroad system without speaking of financial scandals, of 
incompetency, and of misuse of monopolistic power. But neither is the 
history of the American railroads to be identified with its chronique 
scandaleuse. Dr. Helander merely touches upon the real problems. For 
instance, he shows the great difference between the railroad mileage 
per square mile or per head of the population in some eastern and some 
western states, but does not provide the reader with any material for 
judging whether or not these differences are justified by differences in 
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the economic structure; not even the highway mileage is taken into 
account. The same failure to carry the analysis far enough is noticeable 
in other chapters and made worse by the fact that the author jumps 
from these insufficiently analyzed observations to evaluating conclu- 
sions. Thus, for instance, Dr. Helander says in the chapter on Argen- 
tina virtually no more than that the network of railroads is dense in 
some parts near the capital and far less dense in the more remote parts 
of the country, an arrangement which certainly does not seem objec- 
tionable in itself. But when he refers to his observations on Argentina 
in the theoretical section of the book, he speaks of the “unsatisfactory 
conditions in the Argentinian railroad system” as if he had proved that 
they are unsatisfactory, and he places the responsibility on the foreign 
capitalists who have a large share in the financing of the Argentinian 
railways. Thus foreign ownership of railroads, and more generally 
management of railroads according to the interests of private share- 
holders, stands condemned as being contrary to the national interests, 
but exactly what the national interest requires with regard to transpor- 
tation we are not told. There may very well be a fundamental con- 
tradiction between private and public interests, but its existence can- 
not be proved by arguments which, as far as they are factual, give only 
the surface of phenomena and, in so far as they are theoretical, do not 
show any attempt to master the difficulty of defining the public 
interest. 

In justice to the author it must be said that he is probably not as 
an individual fully responsible for this lack of clarity. Dr. Helander, 
though a well-known scholar long before the Hitler regime was estab- 
lished in Germany, is now obviously committed to the ideas of national 
socialism in their more conservative interpretation, and he really 
defends a group position rather than an individual standpoint. Na- 
tional socialism claims to hold a position which is as remote from 
laissez faire as it is from all those forms of socialism which the National 
Socialists rather indiscriminately call “Marxist.” If Dr. Helander had 
analyzed the concept of national interest, he would have had to 
realize that whoever fails to accept the harmony doctrine of the 
laissez faire philosophers will, logically, be forced to take a position 
dangerously close to ‘““Marxism.”” He would then have had to acknowl- 
edge that the position which the national socialists believe to be 
their own does in reality not exist. 

There is one more disappointing feature of the book. A German 
author writing of transportation policies now ought to have something 
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very important to say about Hitler’s road-building program. We may 
dislike the policies with which this program is associated, and we may 
consider the methods applied in the financing of the program perilous; 
but the program as such is an undertaking which deserves intense 
interest. Dr. Helander does not spare expressions of admiration. But 
we are concerned not only to hear that this program is a very impres- 
sive achievement but also to learn the type of considerations which led 
to its conception. Quite aside from the desirability of such a project, 
there must have been alternatives to the particular form which was 
finally adopted. What were these alternatives, why were they con- 
sidered inferior to the present scheme? On this point Dr. Helander 
gives nothing but an alibi: 

The direction in which the Federal Auto Roads are being laid out and the 
magnitude of the project were determined on the basis of preparatory 
investigations and calculations, which, however, are not to be found in any 
publication and, as I have been informed by the competent authorities (von 
sustdindiger Stelle), not even in a private memorandum ... . the general con- 
ception and its underlying ideas are still a problem which is not sufficiently 
elucidated [p. 47]. 


If we have to take this statement at its face value, then we must 
assume that on a project of fundamental economic and technical im- 
portance, which must raise a very great number of questions, no dis- 
cussion was permitted, even among the experts. If dictatorial rule is 
carried to these extremes it must become a threat to technical ef- 
ficiency. 

The author tries to give as a conclusion something like a political 
philosophy of transportation. Again an excellent program, and again a 
failure when it comes to the execution of the program. The essential 
content of the chapter on “Marxism and Transportation Planning” is 
the hardly original statement that an exaggerated wage level is bad for 
the railroads and one short paragraph which says that the transporta- 
tion provisions of the Russian Five-Year Plan are fundamentally 
different from the German auto-road scheme. About “Parliamentary 
Democracy and Transportation Planning,” Dr. Helander has only to 
say that sectional interests often secure undue weight through repre- 
sentation in parliament; this is true enough, but is there not another 
side of the picture? Is not the publicity of parliamentary debates an 
extremely important safeguard against corruption and ill judgment, 
even more in transportation policies than in many other fields? 

Dr. Helander’s book leaves the reader only with regret that a most 
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commendable project has been inadequately carried out. It throws 
light on the difficulties which tend to frustrate discussion between 
social scientists who are committed to authoritarian creeds and those 
who are not. If the criteria of what is worth asking, or what it is 
legitimate to inquire, appear to be so different in a comparatively 
technical field like transportation-planning, how can we ever hope to 
learn from one another when we deal with the fundamental problems 
of social philosophy? 
CaRL LANDAUER 
University of California 


The Twilight of American Capitalism. By A. S. J. BASTER. London: 

P. S. King & Son, Ltd., 1937. Pp. ix+218. gs. 

This book is an engaging account and interpretation of the first 
three years of the New Deal by an English economist whose faith in 
traditional economic liberalism makes him a severe but not unsympa- 
thetic critic. Mr. Baster’s own views are stated briefly in his Preface 
and in the concluding chapter: 

This is no attempt to provide an omnibus guidebook to all the economic 
aspects of the New Deal; its objective is limited to examining the conse- 
quences of the rejection of competition in industry, in agriculture and in 
finance; and constructive proposals appear only by implication. They call 
for a return to a more consistent competitive system, where ordinary monop- 
olies of labor and capital are effectively prevented by law and those which 
are inevitable for technical reasons (e.g., public utilities) are nationalized 
outright; where tinkering with the money supply (either by the banks or 
the government) is ended by the prohibition of commercial banking as it 
is carried on at present; and where great inequalities of wealth are less- 
ened by drastic taxation. Those who in an unguarded moment would com- 
plain that such a program itself demands intervention and official arbitrari- 
ness must be prepared for the answer that this book suggests, namely, that 
if public opinion, expert administration and a watchful judiciary have so 
far failed in the routine task of making the competitive system work, then 
they are not likely to make a much better showing in the much more com- 
plicated tasks so cheerfully undertaken by the interventionists under the 
New Deal [pp. vii, viii]. 

It is the central and basic contention of this book that a freely competi- 
tive economic system is the best guarantee for effective democracy that has 
yet been devised [p. 206]. 

The pressure of the planners on the American bureaucracy, already seri- 
ously deficient before 1933, is bound to throw up not only the old problems 
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of the recruitment of a trustworthy and competent personnel, but also the 
more modern and less tractable one of “delegated legislation.” For the 
degree of intervention contemplated under the regime, it will be necessary 
to delegate such wide discretionary powers to the Civil Service as will make 
a travesty of the democratic system. .... The administration of neces- 
sarily detailed schemes of partial planning is much too heavy and complex 
a responsibility for any legislature, however able and hard-working. Politi- 
cal power must pass to the bureaucrats; and be they never so wise and 
never so virtuous, they will speedily put an end to the highly irregular 
experiment of letting the people govern themselves [pp. 214-15]. 


The book will naturally appeal to readers who, like the reviewer, 
share most of Mr. Baster’s persuasions. But others too will find here 
a very informing survey, for the author’s prejudices have not prevented 
his doing a good job of reporting. He has read widely in the relevant 
American literature and has produced a highly readable account of 
governmental intervention in finance, in industry, and in agriculture. 
Moreover, he has acquired a sound feeling for the underlying political 
situation and (notably in the case of devaluation) has been more than 
generous in recognizing the political pressures with which the adminis- 
tration was faced. 

In a survey which examines other phases of the New Deal in detail, 
it is surprising to find only casual remarks about the policy of fiscal 
reflation. We are told that “of all types of financial control, those 
aimed at deliberate regulation of the general price-level are the most 
difficult and dangerous” (p. 96), and that the attempt to raise the 
general level (or to prevent its decline?) “leads to runaway inflation” 
(p. 212). At all events, a major phase of the New Deal program is 
hardly discussed at all. The omission is unfortunate, since the re- 
flation policy, along with the reciprocal trade agreements, is the only 
feature of the New Deal which has been squarely attacked by the 
political opposition. Moreover, only by accepting the basic arguments 
for pump-priming can one state adequately the case against other 
measures which have served to frustrate reflationary stimulation and 
to accentuate its dangers. Mr. Baster has written good essays on sev- 
eral phases of the New Deal; but he has not sufficiently revealed its 
internal contradictions. The striking title, incidentally, suggests a 
deeper pessimism than can be found in the book. Mr. Baster writes, 
not as a prophet of doom but as a critic of dangerous tendencies in 
governmental policy which his book may help us to reverse. 


Henry C. Srmmons 
University of Chicago 
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Introduction to the Theory of Employment. By JoAN RoBINnsoN. New 

York: Macmillan Co., 1937. Pp. ix+127. $2.00. 

This little book is designed as a simplification of the leading ideas 
of the Keynesian theory of employment for the student who is having 
difficulty with the General Theory. As such, it is a masterpiece of terse 
and vivid exposition. Starting with the thesis that unemployment can 
exist because “the decisions of entrepreneurs as to how much capital 
it is worth their while to acquire fall short of the decisions of indi- 
viduals to save,” the first five chapters elaborate in some detail the 
intricacies of the relations of investment and saving. The remainder 
of the book, except for brief digressions on certain “supposed remedies 
for unemployment,” on foreign trade, and on “controversy in eco- 
nomics,” is devoted to the monetary aspects of the Keynesian doc- 
trines. 

As is to be expected, the rate of interest occupies a crucial position in 
determining the volume of investment and the level of economic activi- 
ty. Trade revival “is always in danger of cutting its own throat,” be- 
cause the growing demand for money raises the rate of interest. There 
is the implication (pp. 78-79) that adequate control of the rate of 
interest, such as to change it violently, would suffice to provide full 
employment. Surely this underrates the severity of the collapse of 
the demand for capital during depressions. Loyal to the Keynesian 
liquidity preference-supply of money theory of the rate of interest, 
Mrs. Robinson will admit that savings affect the interest rate only 
indirectly, through their influence on economic activity and the de- 
mand for money. She makes no concessions to such critics as C. O. 
Hardy, who has pointed out (American Economic Review, September, 
1937) that savings put at the disposal of borrowers through the inter- 
mediary of investment institutions cannot but lower the rate of interest 
directly. 

Critical comments, however, shouid more properly be lodged against 
the Keynesian position itself than against Mrs. Robinson’s presenta- 
tion thereof. Her book should be judged on its merits as a work of 
exposition. As such, it is admirable and should be extremely useful as 
a prolegomena and companion piece to the General Theory. 


P. T. ELLSwoRTH 


University of Cincinnati 
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The Colonial Problem: A Report by a Study Group of Members of the 
Royal Institute of International Affairs. New York: Oxford Uni- 
versity Press, 1937. Pp. xii+448. $8.50. 

This is a solid book, closely printed and abounding in long foot- 
notes. Small-type appendixes cover 51 pages and the Index 20. Let 
no man attempt to read it without a bookrest and plenty of time. 
For all its solidity, the book covers so wide a field that the chapter 
on transfers of territory is perhaps the only one not giving the im- 
pression of compression. 

The Colonial Problem should have been in the plural. Its ambition 
is to cover by aspects and by topics and on a comparative basis all 
features of the colonial world—nineteen of them. The three parts are 
entitled “The International Aspect,” “The Colonial Aspect,” and 
“Investment, Trade, Finance and Settlement.” There is some over- 
lapping and scattering. Part I gives total populations, Part II dis- 
cusses racial problems and sparsity of native population, Part III 
includes white populations and settlement, and five of the fifteen ap- 
pendixes also deal with population. Part I has chapters on the “Eco- 
nomic Value of Colonies” and on “Equality of Economic Opportuni- 
ty,” but trade, tariffs, shipping, and raw materials are discussed in 
Part III and Appendixes X and XI. Naturally the book gives more 
information concerning the British and French colonies than the 
American and Japanese. 

The economist will find The Colonial Problem centered on political 
and social questions with no more than one-fifth of the text relating 
directly to economics. He will soon realize that the function of the book 
is to define the problems rather than to solve them. The shortest 
chapter is one of six discriminating pages on the elements to be con- 
sidered in answering the question “Do Colonies Pay?” Later discus- 
sions of raw materials, trade, tariffs, and finance supply information 
bearing on the question but without co-ordination or an attempt at an 
answer. 

Hints toward solution of some economic problems are given in a 
rather complacent tone. The problem of access to raw materials is 
found to be only a part of the general problem of freer trade. “Direct 
governmental restrictions on access to raw materials in colonies are 
few; restriction schemes by associations of producers are more im- 
portant, but they were formed to counteract depression conditions,* and 
there is already evidence that in a period of rising prices they may 


* Reviewer’s italics in all quotations. 
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not be maintained.” One who sees signs of the disappearance of raw 
material controls is either an A-1 optimist or ignorant of the trend of 
the last half-century. “The exchange difficulty meed not be perma- 
nent.” The problem of international cartels “seems hardly soluble by 
the method of multilateral convention between States.” “They require 
international functional coordinating bodies of their own” and “con- 
tinuous analysis of their effects by the Economic Organization of the 
League.” “A system of this kind might do something to discourage un- 
reasonable price policies.”” And “a new difficulty has arisen in the 
form of the totalitarian State” which will certainly not allow any 
international co-ordinating body to control any product within its 
borders. 

The Colonial Problem impresses the reviewer afresh with the extent 
to which political economy is dominated by politics, with the impor- 
tance of theories and forms of government, with the primary impor- 
tance of problems of population, of health, and of education, and with 
the unwarranted optimism of hoping that a general survey will con- 
tribute to the solution of economic problems. 

The one hundred pages on native population, labor, production, and 
development turn the spotlight on the dilemma of trying to develop 
wide areas of sparse and ignorant population, without either oppres- 
sion and exhaustion of the natives or floods of subsidies from the 
mother-country. Unhappy Mussolini! 

The discussion of tariff policy is brief. It is generally frank but mis- 
takes are apt to favor the British. The Malayan export duty on tin 
was “originally imposed, apparently, in order to build up a local 
smelting industry”—are the authors really ignorant of its purpose and 
effect of strangling an American smelter about to compete with the in- 
dustry well established in the Straits? They note the adverse effects 
of American processing taxes on Java’s vegetable oils, but ignore 
India’s ruining of Java’s sugar trade. They contrast British and Dutch 
colonial tariffs with the “high” colonial tariffs of Japan, France, Portu- 
gal, Spain, and the United States, but without, for example, comparing 
the tariffs of Sierra Leone and British Guiana with those of the Philip- 
pine Islands and French West Africa. They quote Sir Arthur Salter, 
but not his statement that the United Kingdom is responsible for 
raising greater trade barriers than any other country in the last few 
years. They overlook the failure of the Americans to apply the coastal 
shipping law of 1930 to trade with the Philippine Islands. 

The chief colonial tariff problem facing the world is British imperial 
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preference, which has steadily grown for forty years, tending toward 
the monopolization of the trade of one-quarter of the world by coun- 
tries demanding (and so far generally receiving) most-favored-nation 
treatment from the other countries. The book sidesteps this problem 
by ruling the Dominions out of the picture; then, by excluding India, 
Burma, the Sudan, and the dependencies of the Dominions, the popu- 
lation of the British Colonial Empire is made to rank behind those of 
the Netherlands and of France. The authors evidently would like 
the Americans to ask themselves “When is imperial preference not a 
discrimination against American trade?” and answer it by “When the 
Colony calls itself a Dominion.” 

While the economic is the weaker side of the book, the layman will 
probably find the treatment adequate; and the whole book is an ex- 
cellent comparative summary of the social and political problems of 


the colonies. 
BENJAMIN B. WALLACE 


Washington, D.C. 


Morocco as a French Economic Venture: A Study of Open Door Im- 
perialism. By MeEtvin M. Knicut. New York: D. Appleton- 
Century Co., 1937. Pp. x+244. $2.25. 

Morocco as a French Economic Venture represents immense research 
and is a real contribution in spite of a touch of the muck-raking tone. 
Following the introduction, chapter ii gives fifty pages to the trans- 
formation of Morocco, 1912-30, then like space is given to the crisis of 
1930-35, and the next chapter covers much of the same period, nar- 
rating in overmuch detail the defeat of a proposed protectionist tariff. 
The last and longest chapter is on imperial economy and conclusions 
and brings the story into 1937. Throughout the emphasis is on the 
subsidizing of French colonists and their enterprises. 

The text is longer than that of Constant Southworth’s The French 
Colonial Venture (1931) which dealt with all the French colonies. 
Professor Knight writes six years later and covers the depression 
when French largess to the colony has greatly increased. He seems to 
think the cost of Morocco to France so clear that it is unnecessary to 
focus the book constantly on that problem posed on page 1 or to 
attempt a balance sheet, as Southworth did. From page 4 on, Pro- 
fessor Knight emphasizes the “fantastic prices” paid by the French 
for Moroccan produce, under the tariff and quota policy begun in 
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1923 and greatly developed during the depression. He quotes a few 
price differentials (pp. 112-21), but makes no attempt to total the 
cost to the French of this policy or to suggest a figure representing 
French profits on French exports to Morocco." 

He criticizes Southworth for arbitrarily restricting consideration of 
French investments to shares publicly quoted; he makes no attempt 
to establish the gain or loss from French investments, pointing to the 
uncertainties of the situation. 

Thus additional labor—I fear very much labor—might have given 
the book more definite conclusions. On only one point, however, does 
the reviewer consider the work unsatisfactory, namely, the treatment 
of the open-door problem. Though his subtitle is “A Study in Open 
Door Imperialism,” the author defines the open door as “free trade 
imposed from without.” Even if duties of 12} per cent of landed 
values could be called free trade, the definition would not be satis- 
factory. The essence of the open door is absence of discrimination in 
favor of imports from any one country. Neither imposition from with- 
out nor limitation of tariff rates is essential. Tariff autonomy in China 
and protective rates ranging up to 80 per cent ad valorem have not de- 
stroyed the open door in China. A few passages which blame Moroc- 
co’s ills on the open door scarcely rise above the level of Professor 
Beard’s preface, and they are contradicted by later evidence that the 
so-called free-trade regime has been beneficial to Morocco and satis- 
factory to the Moroccans outside of the administration. 

The author is so desirous of showing French evasions of the open- 
door pledge that he fain would put all French policy under this head, 
e.g., favors in France to products of Morocco, selective reductions of 
duties in Morocco, local freight rates favoring (only?) French industries 


* On p. 180 Knight’s language may be interpreted unfairly to Southworth. He 
points out that Southworth included Morocco in a preferred list of colonies “though 
his economic evidence is as much against it as Vallet’s is against Tropical Africa.” 
He cites from Southworth, p. 161, that France is “probably justified” in regarding 
North Africa as ‘‘a fairly homogeneous unit from almost every point of view,” and 
from p. 129 that ‘‘Morocco has been, and probably will continue to be for many years 
to come, a serious drain on France.”” This sounds as though Southworth forgot on 
p. 161 what he said on p. 129. But his whole relatively favorable discussion of 
Morocco is in the chapter ‘‘A Politico-Economic Compromise,” and the section 
“The Moroccan Paradox’ begins “It may seem odd to include Morocco with its 
tremendous military expenditures in the preferred group of colonies.”’ Knight al- 
most immediately says, ‘From the standpoint of imperial defence, Morocco occupies 
the key position.”’ 
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established in Morocco, prohibition of importation of grains of which 
Morocco was exporting surpluses, anti-dumping legislation, and di- 
rect governmental exploitation of phosphates and other resources. 
The reader versed in open-door problems will wish to consider how 
far, if at all, these measures violate or evade the open-door obliga- 
tions of Morocco.? 

The main point of his final section is that the holding of colonies 
is for political rather than economic ends; that after all their denuncia- 
tion of the cost of colonies and of the exploitation of the natives, in 
France “the Left and Extreme Left are little more inclined to relin- 
quish the colonies than the Center and Right.” Earlier, Professor 
Knight wrote: 

History is a one-way street. “Economic imperialism” is not an econo- 
mist’s expression, and does not lend itself to economic calculations. In a 
commercial appraisal, past outlays are written down or off to fit market 
value or prospects. Save for that, and for guide posts and warnings by 
analogy, they are dead issues. 


The French, Germans, and Italians will not enjoy the book. But 
the Germans may argue that the great cost of the French colonies 
results from French incapacitys—that Hitler would make any colony 
pay dividends. And the reviewer will bet a silk hat that Morocco as a 
French Economic Venture does not cause the Italians to abandon 


Ethiopia. 
BENJAMIN B. WALLACE 
Washington, D.C. 


* Scattered sentences may be questioned. The Moroccan native was not paid 
world-prices during the war, but “how was he damaged, after all, since the cost of 
what he had to buy was also held below world levels?”’ sugar alone being mentioned. 
Algerian olive oil was not ‘‘welcome in France,” though the government admitted 
it duty free and consumers bought it. ‘‘Export agriculture on relatively high priced 
land comes to depend upon commodity prices for solvency.”” The author condemns 
the proposed expansion of cotton and peanut production in French West Africa: 
“To call such schemes complementary economy is to employ a more or less de- 
odorized synonym for autarchy.” If most of the revenue derived from a tax comes 
from the poor, how far does this prove that this tax or the whole tax system soaks 
the poor and “‘relieves”’ the rich? 


3 Perhaps Professor Knight could enlighten us on the extent to which Morocco’s 
expensiveness to the French taxpayer and consumer grew out of a more or less auto- 
matic (though restricted) application to North Africa of measures designed to help 
the French farmer. How far did the expense arise from treating North Africa not 
as colonial territory but as an integral part of the national domain? 
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Our Trade with Britain: Bases for a Reciprocal Tariff Agreement. By 
Percy WELLS BIDWELL. New York: Council on Foreign Reiations, 
1938. Pp. x+129. $1.50. 

This book is the individual report of its author for a study group 
of the Council on Foreign Relations. It presents a review of the trade 
of the United States with Britain, a review of the present commercial 
policies of these two important trading nations, and the bases for a 
reciprocal trade agreement. Although official trade agreement negotia- 
tions are now being carried on, the simultaneous negotiations of the 
United States (as well as Great Britain) with Canada are to be con- 
sidered part and parcel of a single attempt at trade liberalization and 
enlargement. The relationship of the Canadian position vis-a-vis the 
United States is not, however, directly considered by Professor Bidwell. 

This study on past, present, and future trade relations between the 
United States and Britain covers in small compass the ground covered 
in Culbertson’s Reciprocity and Tasca’s study of the reciprocal trade 
agreements program of the United States. The present volume con- 
fines itself almost entirely to foreign trade in relation to domestic pro- 
duction and the national interests originating in it. The order of pres- 
entation is, first, a review of British-American trade, following with 
an analysis of the present commercial policies of each country, and 
concluding with the possible bases for an agreement. Wool, according 
to this report, is the main item which must be treated if the present 
negotiations are to be successful or if any agreement is to be of sub- 
stance. Because Britain and the United States have not resorted to 
nontariff control devices in any large measure, commercial policy 
proves to be tariff policy. The tables supplied by Professor Bidwell 
on tariff rates and their effects for each of the two countries are en- 
lightening in aiding in an appraisal of the present position. The 
“crucial duties’ —wool and woolens—are even further narrowed down 
solely to the duty on wool, inasmuch as the maintenance of a competi- 
tive position for the American woolen textile industry—if at all pos- 
sible—requires the scaling-down of the duty on its raw material if 
there is to be the reduction in rates on British woolens that is essential 
to a significant trade agreement with Britain. This study, however, 
contains very little information on the possible future effects of such 
tariff reduction in the case of wool and none at all in the case of the 
woolen industry. 

Professor Bidwell has indicated the considerable extent to which 
British tariff rates have followed the American pattern of tariff in- 
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crease and he also indicates the close parallel in the adjustment of their 
agriculture. He clearly points out that the possibilities for an agree- 
ment of any kind are the result of a changed attitude on the part of 
Great Britain taking form in a willingness to grant trade concessions 
despite her partial reliance upon the adoption of protection as a means 
to economic recovery—a willingness that grows out of her precarious 
position in the event of war. This clearly implies that noncommercial 
matters are implicitly involved in any agreement that is to be of sub- 
stantial texture. But when one considers the presentation of the 
changed sources of Britain’s food imports (pp. 75-76) revealing that 
from 1927 to 1935 the United Kingdom increased its food imports from 
empire countries by 38 per cent and decreased them from “foreign 
countries” by 18 per cent (the total volume of food imports in these 
years increased by only 4 per cent) one must observe that the con- 
sideration that Britain hopes to realize or gambles upon realizing from 
the other members of her empire is one that we may assume for the 
present she cannot expect from us. The willingness of Britain to enter 
into negotiations for an agreement, Professor Bidwell assures us, is 
in large part of noncommercial origin. Its stumbling block is probably 
our unwillingness to accompany the trade agreement by measures for 
the maintenance of peace or by measures of defense. But these issues 
are beyond the scope of a short book and in the present instance the 
absence of a discussion of them does not detract from the great use- 
fulness of this excellent objective study of British-American trade. 


ARTHUR R. UPGREN 
University of Minnesota 


Les Variations du mouvement saisonnier dans Vindustrie de la con- 
struction. By Horst MENDERSHAUSEN. Geneva: Georg & Co. S.A.., 
1937. Pp. 209. Frs. Suisses 6. 

The book is divided into two principal sections. The first part deals 
with a review of existing methods for determining seasonal indices as 
suggested by the foremost European and American workers in the 
field. 

Section B of the first chapter contains the following recommenda- 
tions' for an approach to an analysis of seasonal movements: 

1. Provisional examination of the statistical series to obtain a general idea 
of its behavior. Graphic presentation and preliminary computations. 


* Condensed by the reviewer. 
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2. Analysis of the determining factors of the seasonal behavior. Assembly 
of empirical knowledge. 

3. Formation and discussion of hypotheses which must be verified. 

4. Statistical analysis. Measurement of the correlation between the phe- 
nomenon under observation and the determining factors. 

5. Comparison of the practical results with the theoretical assumption. 


The application of the foregoing procedure to the computation of 
the seasonality in the European construction industries is shown in 
the second chapter. A total of five countries have been included, 
namely, Great Britain, France, Belgium, Holland, and Denmark. 

Mr. Mendershausen believes that the analysis and computation of 
seasonal indices can be improved by observing the multiple correlation 
between the forces of the determining factors of the changes in season- 
ality. 

For the development of the study a considerable mathematical 
apparatus has been used to compute the seasonal determinants, plac- 
ing special emphasis on the changes of temperature and their im- 
portant direct and indirect influences. 

Important parts of the book should have been made clearer by 
including the details of the computation in tabular form instead of 
attempting to convey the modus operandi by a textual presentation. 
Reference is made, for example, to section 2 of the second chapter en- 
titled “The Correction of the Moving Averages and of the Original 
Series” and the text which follows. 

The author calls the results of the study a first approximation which 
indicates that he realizes that the precision of the inferences and inter- 
pretations which follow the econometric treatment of his statistical 
data in the light of the theory of variance depends on the ability to 
collect the required data and to express them quantitatively, and upon 
the degree to which they conform to the normal distribution of observa- 
tions. 

It seems to be the Scylla and Charybdis of the econometricians that, 
on the one side, their activity is stimulated by the precise results ob- 
tained by the physicists and biometricians and that, on the other side, 
their enthusiasm must necessarily suffer by the realization that im- 
portant parameters which should be included in their equations cannot 
be determined. 

R. von HuHN 


Washington, D.C. 
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The Economics of the Sulfuric Acid Industry. By THEODORE J. KREps. 
Stanford University: Stanford University Press, 1938. Pp. xiv+ 
284. $5.00. 

To most economists the chemical industries, unlike their contempo- 
raries electricity and the automobile, have remained a dimly appre- 
hended mystery. Yet during the last half-century “industry upon 
industry has completely changed its processes, products, and markets 
through the deliberate and systematic application of chemical research 
to industrial practice.” The first of four projected volumes by Pro- 
fessor Kreps treating “the economic problems raised by the penetra- 
tion of chemical processes into industrial technology,” this monograph 
is an interesting factual history of the development of those branches 
of industrial chemistry related to sulfuric acid. No questions of public 
policy or welfare economics are raised and little attention is devoted 
to the significance for economic theory of the facts so ably set out. 

Prior to 1890 the sulfuric acid industry in the United States was 
small scale and unprogressive. Now its production is several times 
the tonnage of copper and it enters at some stage into the processing 
of most manufactured commodities. It was the primary agent in pro- 
moting the chemical phase of the Industrial Revolution and its rapid 
and changeful development, we are told, illustrates the main features 
of that phase. 

The author explains the decisive influence of scientific research 
upon this development; describes the operation of competitive forces 
in relation to uses, alternative processes, and raw materials, joint 
products, geographical markets, and labor; and details the shifts in 
processes, raw materials, and markets, the diffusion of production 
through several “industries” and many regions, the increase in joint- 
product relations and in vertical and lateral integration, the growth 
in sizes of firms, and the shift to employment of skilled technicians. 
Professor Kreps’s knowledge of chemistry and technology and their 
industrial applications gives historical perspective and facilitates a 
careful and realistic delineation of the complexity of market forces 
in chemical industries. Discriminating and fruitful analysis of exten- 
sive statistical data from government publications and trade journals 
provides substance and promotes clarity of exposition. 

The “market” for sulfuric acid is a congeries of markets. The acid 
is made in different strengths for different purposes. It is a subsidiary 
product in most establishments and is made by several “industries” 
in which joint-product relations differ considerably. Transport diffi- 








740 BOOK REVIEWS 


culties result in markets geographically small. Oligopoly has been ac- 
centuated by large consolidations, although many small firms remain. 
These elements express themselves in different prices for acid of dif- 
ferent strengths, price diversity between areas, and marked price sta- 
bility in any given area. The author characterizes the market as a 
“scramble” between several industries and remarks that without “‘con- 
trol’ interindustry and joint-cost competition would produce “‘chaos”’ 
(pp. 117, 137, 187). Clearly competition produces chaos only when 
there is overinvestment, but the question of overinvestment is not 
studied. 

Those primarily interested in the use of economic analysis to de- 
velop better public policy toward industry and to improve our control 
of cyclical and secular fluctuations of investment and employment will 
find little of aid to them in this book. The elements at work in these 
markets are shown, but no study of the results and their significance 
for these problems is attempted. Similarly, those who believe that 
economic theory can be improved by familiarity with facts will be 
disappointed by the failure of the author to embrace such tempting 
invitations as the problems of distinguishing between discrimination 
and price differences reflecting joint supply, the ceacept of a market, 
and the puzzling problems raised by the dominant importance of re- 


search and systematic innovation. 
DoNnaALD H. WALLACE 


Harvard University 


The National Debt and Government Credit. By the TWENTIETH CEN- 
TuRY Funp, Inc. “Factual Findings” by Paut W. Stewart and 
Rurvs S. TucKER, with the assistance of CAROLYN STETSON; “‘Pro- 
gram of Action” by the ComMMITTEE ON GOVERNMENT CREDIT. 
New York, 1937. Pp. xvii+171. $1.75. 

The Floating Debt of the Federal Government, 1919-1936. By EDWARD 
RaGuet Van Sant. (“The Johns Hopkins University Studies in 
Historical and Political Science,” Ser. LV, No. 4.) Baltimore: 
Johns Hopkins Press, 1937. Pp. 88. $1.00. 

The two books captioned above stand in direct contrast to each 
other, though both are brief and readable. The monograph by Pro- 
fessor Van Sant is a detailed and comprehensive study of a section of 
the problem of federal finance, namely, that related to the floating 
debt. The detailed study of the facts related to short-term debt, plus 
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the critical comments and conclusions of the author, form a valuable 
contribution to our knowledge of government fiscal operations since 
the war. The volume by Stewart and Tucker, on the other hand, is a 
compact survey of the general field; compact but highly readable be- 
cause of its crisp style and attractive format. The contribution of this 
volume is clearly to make carefully considered material available in 
brief space for the general reader. 

Van Sant’s monograph covers the years 1919-36 and for the pre- 
ceding period reference is given to Professor Jacob H. Hollander’s 
volume on War Borrowing. During these years the floating debt took 
the form first of certificates of indebtedness and later of Treasury bills. 
The author points out that the first type of financing served satisfac- 
torily during a period of surplus funds. Although suited to effect debt 
retirement, it did result in the perpetuation of the short-dated debt. 
Since the end of 1934 the new floating debt has been made up entirely 
of Treasury bills. An important development of this period has been 
the reduction in the relative size of the floating debt, which has been 
partly displaced by debt of intermediate maturity. 

The floating debt is related by the author to the banking situation 
and monetary controls. Since it forms the main implement through 
which reserve operations are carried out, our monetary arrangement 
necessitates a volume of outstandings sufficient to permit the reserve 
banks to function. Our bill market cannot perform this function; even 
in England shrinkage in the bill market necessitated use of Treasury 
bills in central bank operations. 

The Stewart and Tucker volume is directed to answering the ques- 
tion: Has the expansion of Federal indebtedness undermined govern- 
ment credit? The proof offered that the credit of the federal govern- 
ment has been maintained unimpaired is drawn from statistics, com- 
parison with uther countries, and appraisal of the psychological factors. 
The book closes with a proposal for action looking toward an average 
reduction in the federal debt of a billion dollars a year, good and bad 
times taken together. 

The statistical materials are presented clearly and effectively and 
in a manner suited to the purposes for which they were used. The re- 
viewer felt that it was unfortunate that combination was so frequently 
made of the holdings of banks and insurance companies (chiefly the 
life insurance companies), in view of the fact that the authors argue 
that the “savings of the community are more accurately represented 
by deposits in savings banks and in the assets of life insurance com- 
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panies” than by commercial bank deposits (p. 77); also that too little 
importance was attached to the lodgment of federal obligations out- 
side the banking system. The main argument is effectively handled, 
and it may be hoped that the book will appeal to the wide audience it 


is apparently intended to reach. 
JoserH B. HUBBARD 


Harvard Business School 
Harvard University 


Bond Ratings as an Investment Guide. By GILBERT HAROLD. New 

York: Ronald Press Co., 1938. Pp. xii+274. $3.00. 

The general use of Moody’s, Poor’s, Fitch’s, and Standard’s bond 
ratings by persons and institutions makes this book of outstanding 
interest. Ratings are based upon the assumptions that data are avail- 
able, that the rating agencies are fit to analyze and that they are im- 
partial. The author finds that although pressure is often put upon the 
agencies (chap. iv) by rated companies, responsibility to the public 
keeps the agencies fairly impartial, though not completely free from 
preconceptions for or against rails, or industrials, etc. The agencies at- 
tempt “objectivity,” but since they have no precise formula for arriv- 
ing at their results, judgment always plays a large part in their fore- 
casts. 

Statistical analysis of the market action of bond averages for the 
period 1929-35 (pp. 108 ff.) shows that the higher the ratings on the 
average the less the percentage fluctuation in price. The statistics also 
show that on the average the higher the rating the lower the yield and 
the less the defaults. So far so good, but individual investors do not 
buy averages but specific bonds, and the author shows that all bonds 
of the same rating do not behave in the same manner. Where the 
agencies fall down is where economics in general is the weakest: 
inability to predict the effects of structural changes which weaken some 
industries and strengthen others (the agencies failed to foresee the 
slump in the rails), and lack of knowledge of the timing and amplitude 
of the business cycle. The former will be a source of loss to either the 
short-term or the long-term investor. The latter is important chiefly 
to banks which need liquidity. 

Did the market do better than the agencies? Sometimes the market 
followed the agencies; at other times the market was the better fore- 
caster. The ratings have this defect as a practical guide—they are a 
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forecast based upon the historical record. They assume, not blindly 
and not without qualification, that what has happened will continue 
to happen. So we find that when a bond is improving in status its 
market value will probably improve before the rating is revised up- 
ward. Those who follow the ratings will therefore tend to buy at the 
top price. Conversely, when a bond is getting into a poorer position 
the agency will record it after the fact. The canny investor will try to 
judge the facts currently or to anticipate them. The author does 
not, however, find any uniformity of market action in relation to 
ratings. Sometimes bonds remain constant after the rating has been 
revised, sometimes they move up or down, depending upon the extent 
to which the market has already discounted the change. The author 
finds no support for following the practice of buying bonds when the 
ratings are revised upward or selling when they are moved downward. 
Individual judgment is still essential. 
WALTER A. Morton 


University of Wisconsin 


Public Utility Rate Making and the Price Level, By E. M. BERNSTEIN. 
Chapel Hill: University of North Carolina Press, 1937. Pp. x+142. 
$2.50. 

This book addresses itself to the problem of public utility rate levels 
during periods of rising and falling prices, with particular emphasis 
upon the devices employed by commissions and, for the most part, 
blocked by the courts to shortcut the procedure and pare down the 
results of the reproduction-cost method of evaluation for rate making. 
Professor Bernstein attacks the reproduction-cost variable return ap- 
proach and proposes a method of his own. The burden of his charge 
against reproduction cost is that it is a costly, delay-producing, litigious 
method of arriving at an unpredictable and theoretically erroneous 
measure of normal price to be used as a standard of market price, for 
the undeserved enrichment of the small group of owners of equity 
capital. His argument is effective, although on the theoretical side it 
has been better done by others.? His array of war and immediate post- 
war cases, grouped under the headings “Average Unit Prices,” “Cor- 
rective Indices,” and “Split Inventory,” is valuable, particularly for 


Notably, by M. G. de Chazeau in ‘The Nature of the ‘Rate Base’ in the Regu- 
lation of Public Utilities,” Quarterly Journal of Economics, February, 1937, p. 298. 
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the testimony it affords of the determined efforts made by commis- 
sions to sabotage the reproduction-cost method to which they felt 
compelled by Supreme Court pronouncements to do ostensible homage. 

To meet the problem, Professor Bernstein proposes that legisla- 
tures shall issue new franchises to all utilities that agree to the follow- 
ing program: an initial valuation to be made by a company-commis- 
sion committee, not to be altered to express price changes; additions 
to be valued at actual, prudent cost; deduction for depreciation as 
shown by the depreciation reserve account; bond interest and pre- 
ferred stock dividends to be allowed as expenses, and the return to 
stockholders fixed annually at the rate that will maintain the market 
value of the common stock of a representative utility company at 
par or at the authorized issue price—any annual deficiencies to be 
compensated in future years; companies accepting franchises to be 
assured of freedom from competition from public plants; with reser- 
vation to the public of the right to purchase the utility franchise and 
property at the rate base figure. Objections along both constitutional 
and administrative lines suggest themselves readily and it may be 
doubted whether the possibility of public ownership is really suffi- 
ciently imminent to constitute an effective threat in many cases; but 
Professor Bernstein’s plan compares favorably with others which look 
to control of utility rates on an accounting as distinct from a specu- 
lative appraisal basis. It overlooks certain problems and it is, of course, 
arbitrary, but one needs to read only the cases in this brief book to 
appreciate that all valuation is arbitrary and that the genius of suc- 
cessful rate making consists in rejecting “natural” methods and mystic 
ritual, set..ng up major, reasonably satisfactory objectives with full 
realization of their infirmities, and proceeding as directly and ex- 
peditiously as possible to their attainment. 

This is a good, but not an exceptionally good, little book. There 
are some significant omissions in the discussion, e.g., the criteria of 
“enough” investment under a scheme which rewards “too little” 
equally with “too much”; the relation of the rate base to actual serv- 
ice rates during periods of fluctuating prices; the Los Angeles case of 
1933, etc. But, on the whole, its few errors and omissions as well as 
its occasional overgeneralizations and questionable interpretations 
(e.g., not all of the “indices” cases seem to belong) are common to 
compression of large subjects within small compass. 

BEN W. Lewis 


Oberlin College 














BOOK REVIEWS 745 


The People’s Front. By EARL BRowpER. New York: International 

Publishers Co., Inc., 1938. Pp. 354. $2.75. 

The People’s Front is a collection of reports, speeches, and articles 
written by the general secretary of the Communist party of the United 
States in 1936 and 1937. As the title of the volume indicates, Browder 
dutifully follows the lead of the Seventh Congress of the Communist 
International, which proclaimed the policy of a “united front against 
Fascism.’”’ The accredited standard-bearer in this country of the offi- 
cial Stalinite brand of communism, Browder carefully refrains from 
expressing independent opinions and limits himself largely to the repe- 
tition of the tedious and uninspiring platitudes that are the humble 
stock-in-trade of Moscow’s faithful disciples. Part I of his volume, 
“Parties and Issues,” and Part III, “The United States in World 
Affairs,” are filled with miscellaneous odds and ends that have no 
claim to originality, although they present a good example of the in- 
consistencies and confusion of thought typical of the Communist 
theology. Denunciations of Wall Street and J. P. Morgan, of Norman 
Thomas and the American Federation of Labor, alternate with bitter 
attacks on imperialism, Mussolini, Japan, and Hitler; nor does Brow- 
der spare his readers the recriminations, compulsory for orthodox 
Communists, against Trotsky and Browder’s own erstwhile Russian 
associates and teachers who have recently paid with their lives for dis- 
agreeing with Stalin. 

Part II, entitled “The American Tradition,” is more in the nature of 
Browder’s own contribution to political thought. One learns from it 
that the Communist party is destined “to carry on and complete the 
work begun by Tom Paine, George Washington, Thomas Jefferson and 
Abraham Lincoln.” According to Browder “the Communist Party is 
an open revolutionary party continuing under modern conditions the 
revolutionary tradition of 1776.” The Constitution of the United 
States “was for generations the most democratic in the world,” but 
this is no longer true, since the Soviet Constitution, in the author’s 
opinion, is infinitely superior to America’s antiquated charter of liber- 
ties. “The Soviet Union,” writes Browder, “has shown the way to the 
final and complete guarantee of democracy, and its fullest develop- 
ment.” Departing from such unassailable premises, the author reaches 
the triumphant conclusion that communism is twentieth-century 
Americanism. Ironically enough, one of the sections of his volume 
bears the title “Some Confusion in Interpreting American History.” 

In the presidential election of 1932 the candidate of the Communist 
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party polled the modest vote of a little less than one hundred and three 
thousand; in the election of 1936, with Browder as its candidate, the 
Communist party succeeded in reducing this vote to eighty thousand, 
while the total number of votes cast increased by several millions. 
These figures do not augur well for the official Communist interpreta- 
tion of “twentieth-century Americanism.” 
MiIcHaEL T. FLORINSKY 
Columbia University 


Labor Problems and the American Scene. By Lois MACDONALD. New 

York: Harper & Bros., 1938. Pp. xiii+878. $3.50. 

Miss MacDonald’s book is essentially a description of several 
social problems in which organized labor in the United States is most 
interested, together with a presentation of labor’s point of view with 
respect to possible solutions for these problems. The volume covers 
such a wide variety of subjects in its ten parts and forty-seven chapters 
that a simple, summary statement of its contents is difficult. 

In Part I the author explains her conception of the basic motiva- 
tions of modern workers. Part II pictures living conditions in mill 
villages, company towns, and coal camps. Part III describes working 
conditions in steel mills, coal mines, automobile factories, sweatshops, 
and large offices. Part IV considers special problems of low-wage 
groups, including women, children, immigrants, and negroes. Part V 
describes types of unemployment, union efforts to control it by re- 
striction of output and reductions in working hours, governmental 
provisions for relief, and health hazards to modern workers. PartVI, 
is devoted to union history, philosophy, practices, and internal prob- 
lems. Part VII presents a brief appraisal of employers’ programs de- 
signed to meet the demands of labor. Part VIII deals with legislation 
on child labor, minimum wages, maximum hours, workmen’s compen- 
sation, old age pensions, and unemployment compensation. Part [IX 
considers the legal status of labor organization and its practices. The 
final brief section seeks to forecast the future of labor organization 
in this country. 

Descriptions of living and working conditions typical of the poorer 
laboring classes probably represent the most valuable portions of the 
book. The author seeks to illustrate the general thesis that labor 
problems can best be understood in terms of workers’ “motives, 
opinions, and feelings and the influence exerted on them by environ- 
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mental factors.” She insists that “group behavior, and not rigic and 
immutable laws of economic science, should be the central portion of 
a study of labor problems.” To that end, she has sought to create in 
the mind of the reader an appreciation of current threats to workers’ 
security, of the unsatisfactory nature of existing housing provisions, 
of limitations on labor’s civil liberties, and of the reasons for labor 
organization. The presentation is effective, although it seems unneces- 
sarily verbose. 

The author appears to believe, however, that it is more important 
for the student of labor problems to know how some workers live than 
to understand why they live that way. Emphasis on meager living 
scales and the hazards of accidents and unemployment dominates the 
discussion, and the economic implications of numerous problems and 
of proposed reforms are almost entirely ignored. Thus union demands 
for wage-rate maintenance in periods of business recession are ap- 
praised without reference to possible effects on employment and earn- 
ings (p. 367). Hour reduction is evaluated without consideration of re- 
sulting changes in hourly productivity or the relationship between 
probable increased costs and employment (p. 375). Description of the 
struggle between the A.F. of L. and the C.1.0. completely ignores the 
question as to whether a monopoly of unskilled workers is feasible, and 
the whole extended consideration of the functions and effects of union- 
ism fails to note the broad social significance of labor monopolies. 
The author accepts the usual union position with respect to the inci- 
dence of the costs of unemployment compensation in assuming that 
“the employer is in a position to pass his contribution on to the con- 
sumer,” with no regard for the elasticity of demand for products 
(p. 732). Numerous other examples of the same import might be 
cited. 

The book is distinctly descriptive and uncritical. Its emphasis upon 
impressions rather than upon specific data is consistent. It makes 
numerous references to reformist literature and quotes extensively 
from such sources without qualification. Treatment of compensation 
for industrial illness is inadequate, and discussion of the incorpora- 
tion of unions fails to state the issues clearly. The presentation is re- 
plete with value judgments. It would appear reasonable to appraise 
the position of labor in the American scene by comparison with foreign 
scenes. No such comparison is made, however, and labor in the Ameri- 
can scene is treated as an isolated phenomenon. 

DALE YODER 
University of Minnesota 
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The Brotherhood of Railway Clerks. By Harry HeEnic. New York: 

Columbia University Press, 1937. Pp. x+300. $3.00. 

This is a detailed account of a predominantly “white collar” trade- 
union. Beginning in 1899 but without influence until federal operation 
of railroads during the war, it gained a place equal to that of members 
of the Big Four and has, unlike the shopmen, retained a large part of 
its influence. 

The author has written a clear, unbiased story which includes of 
necessity something of the larger dealings of organized managers, labor 
executives, and governments over a period of twenty years. The gen- 
eral result of the argument is to show how negotiation and voluntary 
arbitration have worked and maintained peace without victory in an 
industry which offers immediate and long-term problems of unusual 
difficulty. 

The author makes no attempt to deal with the problems of the rail- 
road industry as a whole, but that is not his business. There is no dis- 
cussion of railroad consolidation except in so far as the clerks, to take 
care in part of reduced personnel, have accepted unemployment insur- 
ance, the dismissal wage for younger men, and pensions. 

It is clear that the Brotherhood of Railroad Clerks has been well 
managed, that its policy is intelligent and as far-seeing as seems pos- 
sible, not confined solely to collective bargaining but looking to legisla- 
tive gains along with the other standard railroad unions. It is led by 
George M. Harrison, whose efforts to keep the A.F. of L. and the 
C.1.0. together failed through no fault of his own. 

Norman J. WARE 
Wesleyan University 


Profit Sharing for Wage Earners. By C. CANBY BALDERSTON. New 
York: Industrial Relations Counselors, Inc., 1937. Pp. xii+157. 
$2.00. 

“Tt is important that every person employed in the establishment 
. Should receive one-half of what his service is worth in fixed 
salary, the other part varying with the success of the undertaking.” 

So wrote Charles Babbage, more than a century ago, in the course of 

an acute sketch of the theory and practice of profit sharing and co- 

partnership. The sixth advantage which he set forth “would be the 
total removal of all real or imaginary causes for combinations [trade 
unions].” I take these excerpts from the extensive remarks on “Co- 
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operation” in Mill’s Principles, which is a classic demonstration of the 
intertwined roots of profit sharing and numerous other labor-reform 
ideas. 

The report recently issued by Industrial Relations Counselors con- 
sists, in larger part, of digests of numerous plans, both active and 
discontinued; and in lesser part of a 65-page essay by Professor Balder- 
ston. In view of his unusually good background for the task, I think 
he would have done better to develop his hints as to the reasoning 
(and emotions) involved, illustrating with some case-history materials, 
rather than deal as largely as he does in manipulation of the statistical 
materials presented in this volume. We are barely told, for example, 
that a scheme was launched at Leclaire’s in 1842. Attention is centered 
on systematic distributions to wage-earners, excluding other some- 
what related schemes of subsidized stock purchase and savings by em- 
ployees. At least 186 American and 587 British concerns have tried 
profit sharing in the above sense, and about 45 per cent of these plans 
are still alive. 

Like other discriminating writers on the subject, Balderston regards 
annual cash distributions of profit shares (provided in some 75 per 
cent of the plans) as less significant and promising than the use of 
employee-profit-shares for reserves to stabilize employees’ incomes. 
Cash dividends accentuate the feast-or-famine phase of their earnings, 
which is already bad enough. Balderston offers some excellent sugges- 
tions (without much detail or historical showing of practicability) for 
application of profit shares to objectives such as pension funds and 
dismissal wages; and he establishes some presumption that trade-union 
objections may be thus overcome. Relations with present corporation 
income taxes are explored; copartnership receives very slight atten- 
tion. There is a one-page selected bibliography, and mention of 780 


titles assembled in the investigation. 
Z. C. DICKINSON 
University of Michigan 


Managerial Control: Instruments and Methods in Industry. By JouN 
G. GLover and CoteMAN L. Maze. New York: Ronald Press Co., 
1937. Pp. xvilit+574. $4.50. 

Since the early 1920’s, and especially during the years following 

1931, there have been two major contributions to the technique 

of management engineering: market analysis and cost reduction. 
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Whereas it apparently was once believed that profits are the result of 
volume alone, managers were now willing to recognize the effect of 
costs upon profits. In step with the new trend of thinking, the authors 
of management and industrial accounting texts have examined the 
methods and tools of cost reduction and reported upon them for the 
benefit of the student and the businessman. 

Managerial Control by Glover and Maze is a very thorough explana- 
tion of the principles of cost reduction from the standpoint of the 
manager. It should prove a valuable text for management classes and 
a primary reference for classes in industrial accounting which use the 
current texts in standard costs, budget procedure, managerial account- 
ing, and financial statement analysis. Incidentally, it should prove to 
be a revelation to students in industrial accounting who are prone to 
look upon their devices as the end, rather than a means, of cost reduc- 
tion. 

The volume is divided into two parts, which might be described, 
respectively, as the organization section and the analysis section. In 
the former, such topics as industrial and accounting classification, 
standards of performance, and production control are discussed. In the 
second section each of the components of cost is discussed in a separate 
chapter. Each chapter enumerates and discusses the factors upon 
which cost is based, and explains possible methods of cost reduction. 
There are chapters for direct labor, direct materials, one for each of 
the main factory burden classes, and several for marketing and ad- 
vertising costs. The reviewer was particularly impressed with the chap- 
ters on “The Relation of Production Control to Cost Control,” “Re- 
ports to Executives,” and “Control of Power Costs.” 


Cecit GILLESPIE 
Northwestern University 





Highway Administration and Finance in Fifteen Countries. By THE 
INTERNATIONAL CHAMBER OF COMMERCE. (Reports except those on 
the United States and China prepared by Louis DELANNEY.) Paris, 
1937. Pp. 169. Fr. 20. 

Apart from a general preface, this volume consists of fifteen chapters, 
each dealing with highway administration and finance in a separate 
country, the word “country” meaning anything from the United States 
to French Equatorial Africa. Most of the separate reports have been 
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prepared by Louis Delanney, head of the Chamber’s Transport De- 
partment. The volume is also available in French and German. 

The presentation is simple and nearly uniform throughout. Most of 
the separate chapters are introduced or prefaced with a few paragraphs 
which rarely introduce anything except a certain bias of the introducer, 
a result best exemplified in the Italian introduction which runs into 
a nettling panegyric of Italian fascism. The second part of each chap- 
ter is a historical account which in most cases is too brief to be very 
useful. The best part is the third feature, which describes the classifi- 
cation of highways and the governmental organizations to which the 
various classes of roads are assigned, revealing a strong tendency 
toward centralization. The next section describes the financing of the 
highways, disclosing a wide diversity in the financial practices, in the 
amounts expended, and in the variety of taxes used in the several 
countries. A brief reference is made to the use of highways as projects 
for unemployment relief. The final section covers a summary of the 
characteristic features of each country’s highway finance. 

The arrangement gives to the finished report the appearance of 
having been culled out from a questionnaire as in effect it probably 
has. The volume is descriptive throughout, presenting a bird’s-eye 


view, with little principle or criticism. 
Jens P. JENSEN 


University of Kansas 


Organisation and Finance of Industries in India, By D. R. SAMANT 
and M. A. Murky. New York: Longmans, Green & Co., 1937. 
Pp. xiv+302. $3.75. 

This is a well-written account of industrial organization and finance 
in a country passing at the same time from the handicraft to the 
factory system and from the hoarding of metal to the creation of bank 
credit. The authors have drawn largely on materials published by 
various investigating commissions appointed by the government and, 
while there is relatively little evidence of first-hand knowledge of 
the industries and relatively little which is new to students of Indian 
industry, the materials are well used. Such an institution as the man- 
aging agency is described, accounted for, and sanely criticized. 

Interesting aspects of finance and organization are that 39 per cent 
of the capital of 64 cotton mills in Ahmedabad is provided by public 
deposits with the companies, while only 4 per cent (of both fixed and 
working capital) is furnished by banks. Also that the pezsons who 
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provide this capital receive, besides the normal returns of investment, 
a share in the small managing agency, the position of which is in many 
cases permanent and heritable and the profits of which are often equal 
to and sometimes much greater than those of the company managed. 
A few of the discussions border on the pedantic, such as that on 
pages 75-76 regarding “stocks” and “shares.” Yet this is a very useful 
account of the manner in which the more important aspects of the 
great economic transition are occurring in one important country. 


D. H. BUCHANAN 
University of North Carolina 


Life and Labour in a Gujarat Taluka. By J. B. SHuxia. Edited by 
C. N. Vakit. Bombay and New York: Longmans, Green & Co., 
1937. Pp. xiv+291. $3.75. 

Railway Rates in Relation to Trade & Industry in India. By R. D. 
Tiwari. Edited by C. N. VAkit. Bombay and New York: Long- 
mans, Green & Co., 1937. Pp. xii+333. $4.50. 

The Problem of the Standard of Indian Currency: Its History and Solu- 
tion. By Aspus SADEQUE. Calcutta: Mohammadi Press, 1938. Pp. 
xiii+ 225. 

The first two books belong to the series of “Studies in Indian Eco- 
nomics” so ably edited by C. N. Vakil, professor of economics of Bom- 
bay University. Many intimate surveys have been made of single 
villages in India, as also a few general surveys of whole districts. Life 
and Labour in a Gujarat Taluka is an attempt to combine the advan- 
tages of both. The Taluka of Olpad has an area of 200,000 acres, one- 
third waste. This area—that of a half-dozen American townships— 
contains 60,000 inhabitants in 112 villages. The typical village con- 
tains between 400 and 500, the largest 3,000. The typical owning culti- 
vator holds 5 or 6 acres divided into 3-6 separate fragments. There is 
one holding of 100 acres in 70 fragments. There are many holdings of 
less than one acre but possibly these are cultivated by artisans. About 
half the agricultural workers are landless, and there is a vivid descrip- 
tion of the Halis, men who sell their labor for a loan, usually for a mar- 
riage-feast, and remain in debt-serfdom the rest of their lives. What 
these Halis receive in kind is carefully set down and amounts to only 
some $50 a year at village prices. Careful budgets are given of the in- 
come and expenditures in connection with various crops or from keep- 
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ing bullocks or buffaloes. Pudgets of family consumption to check the 
estimates based on production, are entirely lacking. Otherwise the 
agricultural survey is quite complete, but we need to know much more 
about the artisans and other occupations. The author proves that the 
real income has increased considerably but thinks it has gone into 
liquor and expensive weddings. He tells of aluminum utensils and tea- 
drinking, but will not admit any real improvement. The whole book 
is fascinating reading and is full of precise information. A similar study 
of a southern county in America would make a valuable comparison. 

Tiwari’s study of railway rates contains a very good chapter on 
railway rate theory, followed by chapters on the cotton, wool, cement, 
coal, sugar, wheat, and paper industries as affected by railway rates. 
The most important fact, repeatedly brought out, is that “telescopic” 
or tapering rates for long distances are rarely applied except when the 
whole journey is over the lines of the same company. Even when two 
or three lines are all owned by the government, they still operate as 
competing companies, and refuse to co-operate in fixing station-to- 
station rates! As most of the railways were built from the ports, this 
curious competition serves to discriminate against the true develop- 
ment of India’s own industries and commerce in favor of foreign trade. 
The author asks that the Railway Rates Advisory Committee be given 
more power, but he also advises the other industries to centralize their 
marketing as the cement industry has done. There are many tables of 
railway rates, but they do not always enable the reader to check the 
conclusions. One or two pages of the principal statistics of the railway 
companies and a railway map of India would greatly increase the use- 
fulness of the book. 

The English of the two books from Bombay is quite as good as that 
of our own economists, but that of Professor Sadeque is unusually poor 
and is full of Hindustani idioms. When one becomes accustomed to the 
idiom, one discovers some remarkably good currency history and mone- 
tary theory, from the 994 coins which the East India Company found to 
the paper notes and the token coins of the present and from Jevons to 
Keynes. Professor Sadeque must be an excellent teacher, for he misses 
very few points and argues both sides with equal enthusiasm until the 
very end of the book. Particularly good are his defense of the prewar 
gold exchange standard and his description of the wartime inflation in 
England and India. He is, however, a little inclined to make his history 
back up theory and to use foreign trade as the measure of prosperity. 
His solution of the standard is an index-number standard either to 
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keep prices constant or to keep the cost of labor constant. He does not 
work out either proposal in detail but considers more important the 
creation of credit to end crises. Government is to lend to selected en- 
trepreneurs for investment—not speculation—without interest. This 
will not cause inflation so long as unemployment is serious. The busi- 
nesses so started are to be chosen by a national investment board repre- 
senting agriculture, industry, commerce, banking, government, and 


economists! 
CHARLES D. THOMPSON 


Mount Hermon, Massachusetts 


Business and Government. By Cuar.es C. Rouirinc, Epwarp W. 
CARTER, BRADFORD W. WEstT, and JoHN G. HERVEY. 3d ed. 
Chicago: Foundation Press, Inc., 1938. Pp. xviii+780. $4.00. 
This is the third edition of a book first published in 1934 and now 

revised to include a description of increasingly important governmental 

activities. The added chapters survey government housing and farm- 
tenancy legislation, agricultural crop control, producer and consumer 
co-operatives, government control of prices, and regulation of business 
by taxation. New chapters devoted, by way of introduction, to what 
are called “theoretical problems” appear, on inspection, to be mainly 
concerned with the history of the Constitution and its interpretation. 

A general survey of the relations of government to economic activity 
might make an important contribution in one of two ways. On the 
one hand, a compact and inclusive digest of factual material in this 
field could serve as a useful reference handbook. On the other, an in- 
terpretive study of the changing structure and functioning of the 

American political economy might assist in relating what is happening 

now to what has gone before. This volume has a somewhat different 

objective. It is essentially a survey of current events in the field of 
governmental economic policy, presumably intended for under- 
graduate courses purporting to give a bird’s-eye view of this field. 

An adequate review of the volume would therefore require an evalua- 

tion of this type of educational activity. Suffice it to say that for this 

purpose the authors have provided an adequate textbook. It is accu- 
rate and comprehensive, of about the right size, and falls neatly into 
chapters of optimum length and teaching quality. 

EpWARD S. MASON 


Harvard University 














BOOK REVIEWS 755 


The National Recovery Administration: Report of the President’s Com- 
mittee of Industrial Analysis. (House Document No. 158, 75th 
Cong., 1st sess.) Washington, 1937. Pp. x+240. 

For the purpose of preparing “an adequate and final review” of the 
effects of the National Industrial Recovery Act, the President on 
March 21, 1936, ordered the establishment of a Committee of Indus- 
trial Analysis consisting of three cabinet members and four nongovern- 
mental members. Building on studies of the Division of Review of 
the N.R.A., which had since the close of its active life been examining 
the history of N.R.A. experience, the nongovernmental members of 
this Committee, of which J. M. Clark was the economist member, 
submitted a report of experience with the administration of the Act. 

In general, the report which they presented reflects a background of 
extensive analysis and careful study. It is a useful and temperate 
document. One limitation is, however, important. Early in the 
report it is indicated that the Act did not lay down any clearly 
defined policies and that there existed some confusion and conflict 
between the two major objectives of recovery and reform. The Com- 
mittee, however, formulated from an analysis of the background of the 
Act a series of policies which it regarded as reflecting the purposes of 
the Act. These policies, they held, consisted of spreading work, in- 
creasing consumer purchasing power, and limiting “ruinously severe 
competition” and child labor. At no point in the study, however, are 
these policies themselves subjected to critical analysis. No effort is 
made to determine whether, even if properly effectuated, they would 
have been likely to contribute either to recovery or to desirable social 
reforms. The chapters dealing with labor, moreover, do not evidence 
the same careful thought and analysis present in the other chapters. 
In fact, they provoked a dissenting opinion from one member of the 


Committee. 
Victor ABRAMSON 
Brookings Institution 


Preistheorie und Preiseingriff. By ARNOLD Horwitz. Berlin: Sieg- 

fried Scholem, 1937. Pp. 71. 

The problem of incidence of taxation of monopoly has received some 
attention. But this doctoral thesis is the first systematic treatment of 
the result of government price fixing under different degrees of compe- 
tition and monopoly. It is most competently and clearly written. 
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The author is a student of von Stackelberg, whose work on monopo- 
listic competition is well known in the Anglo-Saxon world. 

Horwitz gives a clear and interesting discussion of government price 
fixing under conditions of free competition, monopoly, bilateral monop- 
oly, oligopoly, bilateral oligopoly. All forms of price fixing, minimum 
prices, maximum prices and direct price fixation are discussed and 
their effect is described. The author follows here the important work 
of von Mises." He bases his discussion of the different forms of market 
organization mainly upon the work of von Stackelberg? but he is very 
well acquainted with the modern English and American developments 
in this field. 

His thesis fills an important gap in our literature. It is to be hoped 
that he will have the opportunity to state his views later on a larger 
scale and also to treat the important problems of the effect of govern- 
ment price fixing under conditions of imperfect competition and selling 
cost, and investigate the influence of these in prevailing price dis- 


crimination. 
GERHARD TINTNER 


Towa State College 


Nationalékonomie—wozu? By WALTER EvcKEN. Leipzig: Felix 

Meiner, 1938. Pp. 64. Rm. 1.80. 

This little book is a plea for economic theory; the author tries to 
persuade politicians, government officials and businessmen that eco- 
nomics is not obsolete, but that just those who want to regulate the 
economic system must know its working lest their measures defeat 
their own purposes. It is the shadow of the total war cast on German 
economics, the complete regulation of production and distribution, the 
allocation of capital and labor included, that induced many to believe 
in the miracles of will-power, devotion, and, above all, organization. 
In such a world it is evidently necessary to emphasize that the eco- 
nomic system too is subject to its own laws which must not be vio- 
lated, that, as the author puts it, an economic system, managed as it 
may be, should be planned and constructed in terms of its own logic, 
just as a military plan is devised on the logic of military operation. 

1L. von Mises, Theorie der Preistaxen, Handwoerterbuch der Staatswissenschaften 
(4th ed.), and in Kritik des Interventionismus (Jena, 1929). 

* H. von Stackelberg, Marktform und Gleichgewicht (Vienna, 1934). 
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Realizing that in many states business-cycle policy is accepted as un- 
escapable, he suggests that this policy should be directed by theoreti- 
cal ideas which, however, have to be tested in the real situation. It is 
interesting to see that the argument of the book is not so much aimed 
at institutionalists and historians as at the powers that hold the Ger- 


man economic system under their sway. 
Emit LEDERER 


New School for Social Research 


Encyclopedia of Banking and Finance. By GLENN G. Munn. 4th ed. 
New York: Bankers Publishing Co., 1937. Pp. viii-+-866. $12. 
Munn’s Encyclopedia of Banking and Finance is a useful volume of 

information on a surprisingly wide variety of subjects. The articles are 

arranged alphabetically, and are usually short. For the most part they 
deal with topics of interest to one actively engaged in financial business 
of some kind. Thus there are brief definitions of various accounting, 
banking, stock exchange, and similar classes of terms. There are sum- 
maries of recent federal legislation on the topics of money and banking 
and other more or less closely allied subjects. However, there is also a 
considerable number of articles on such miscellaneous subjects as the 
cracking process for producing gasoline, the Russian Five-Year Plan, 
cement, coal, and aluminum. A few such theoretical topics as the quan- 
tity theory, business cycles, and elastic currency are included, but it 
would be well if these discussions were read with some discrimination. 
It is evident, however, that the editor has been chiefly interested in 
doing that which he is manifestly best equipped to do, namely, present 
brief discussions of terms and of topics that are of everyday interest to 
the financial practitioner. Space could have been saved if some terms 
had been eliminated which have no financial or business significance 
beyond that which would be indicated by the usual English dictionary. 


Lioyp W. MIntTs 
University of Chicago 
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